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LETTER OF TRANSMITTAL

(By Senator Frank Church, Chairman of the Senate Select Committee
to Study Governmental Operations With Respect to Intelligence
Activities)

On January 27, 1975, the Senate established a Select Committee to
conduct an investigation and study of the intelligence activities of the
United States. After 15 months of intensive work, I am pleased to
submit to the Senate this volume of the Final Report of the Com-
mittee relating to foreign and military intelligence. The inquiry arises
out of allegations of abuse and improper activities by the intelligence
agencies of the United States, and great public concern that the
Congress take action to bring the intelligence agencies under the
constitutional framework.

The members of the Select Committee have worked diligently and
in remarkable harmony. I want to express my gratitude to the Vice
Chairman, Senator John Tower 6f Texas, for his cooperation through-
out and the able assistance he has given me in directing this most
difficult task. While every member of the Committee has made im-
portant contributions, I especially want to thank Senator Walter D.
Huddleston of Kentucky for the work he has done as Chairman of
the Foreign and Military Subcommittee. His direction of the Sub-
committee, working with Senator Charles McC. Mathias of Mary-
land, Senator Gary Hart of Colorado and Senator Barry Goldwater:
of Arizona, has been of immeasurable help to me in bringing this
enormous undertaking to a useful and responsible conclusion.

Finally, I wish to thank the staff for the great service they have
performed for the Committee and for the Senate in assisting the
members of the Committee to carry out the mandate levied by Senate
Resolution 21. The quality, integrity and devotion of the staff has
contributed in a significant way to the important analyses, findings
and recommendations of the Committee.

The volume which follows, the Report on the Foreign and Military
Intelligence Activities of the United States, is intended to provide to
the Senate the basic information about the intelligence agencies of
the United States required to make the necessary judgments concern-
ing the role such agencies should play in the future. Despite security
considerations which have limited what can responsibly be printed for
public release the information which is presented in this report is a
reasonably complete picture of the intelligence activities under-
taken by the United States, and the problems that such activities pose
for constitutional government.

The Findings and Recommendations contained at the end of this
volume constitute an agenda for action which, if adopted, would go
a long way toward preventing the abuses that have occurred in the
past from occurring again, and would assure that the intelligence
activities of the United States will be conducted in accordance with
constitutional processes.

Franr CHURCH.
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NOTE

The Committee’s Final Report has been reviewed and declassi-
fied by the ap%ropriate executive agencies. These agencies submitted
comments to the Committee on security and factual aspects of each
chapter. On the basis of these comments, the Committee and staff
conferred with representatives of the agencies to determine which
parts of the report should remain classified to protect sensitive intel-
ligence sources and methods.

At the request of the agencies, the Committee deleted three chapters
from this report: “Cover,” “Espionage,” and “Budgetary Oversight.”
In addition, two sections of the chapter “Covert Action of the CIA”
and one section of the chapter “Department of State” have been de-
leted at the request of the agencies. Particular passages which were
changed at the request of the agencies are denoted by italics and a
footnote. Complete versions of deleted or abridged materials are avail-
able to Members of the Senate in the Committee’s classified report
1Smder the provisions of S. Res. 21 and the Standing Rules of the

enate.

Names of individuals were deleted when, in the Committee’s judg-
ment, disclosure of their identities would either endanger their safety
or constitute a substantial invasion of privacy. Consequently, footnote
citations to testimony and documents occasionally contain only descrip-
tions of an individual’s position.

Appendix Three, “Soviet Intelligence Collection and Intelligence
Against the United States,” is derived solely from a classified CIA
report on the same subject which was edited for security considerations
by the Select Committee staff.

(Iv)
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I. INTRODUCTION

The Senate Select Committee on Intelligence Activities has con-
ducted a fifteen month long inquiry, the first major inquiry into intelli-
gence since World War II. The inquiry arose out of allegations of
substantial, even massive wrong-doing within the “national intelli-
gence” system.! This final report provides a history of the evolution
of intelligence, an evaluation of the intelligence system of the United
States, a critique of its problems, recommendations for legislative
action and recommendations to the executive branch. The Committee
believes that its recommendations will provide a sound framework for
conducting the vital intelligence activities of the United States in a
manner which meets the nation’s intelligence requirements and pro-
tects the liberties of American citizens and thl:%reedoms which our
Constitution guarantees.

The shortcomings of the intelligence system, the adverse effects of
secrecy, and the failure of congressional oversight to assure adequate
accountability for executive branch decisions concerning intelligence
activities were major subjects of the Committee’s inquiry. Equally im-
portant to the obligation to investigate allegations of abuse was the
duty to review systematically the intelligence community’s overall
activities since 1945, and to evaluate its present structure and
performance.

An extensive national intelligence system has been a vital part of
the United States government since 1941. Intelligence information
has had an important influence on the direction and development
of American foreign policy and has been essential to the maintenance
of our national security. The Committee is convinced that the United
States requires an intelligence system which will provide policy-
makers with accurate intelligence and analysis. We must have an early
warning system to monitor potential military threats by countries
hostile to United States interests. We need a strong intelligence system
to verify that treaties concerning arms limitation are being honored.
Information derived from the intelligence agencies is a necessary in-
gredient in making national defense and foreign policy decisions. Such
information is also necessary in countering the efforts of hostile intel-
ligence services, and in halting terrorists, international drug traffickers
and other international criminal activities. Within this country cer-
tain carefully controlled’ intelligence activities are essential for ef-
fective law enforcement.

The United States has devoted enormous resources to the creation
of a national intelligence system, and today there is an awareness on
the part of many citizens that a national intelligence system is a per-

* National intelligence includes but is not limited to the CIA, NSA, DIA, ele-

ments within the Department of Defense for the coliection of intelligence through

. reconnaissance programs, the Intelligence Division of the FBI, and the intel-
ligence elements of the State Department and the Treasury Department.

(1) o
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manent and necessary component of our government. The system’s
value to the country has been proven and it will be needed for the
foreseeable future. But a major conclusion of this inquiry is that con-
gressional oversight is necessary to assure that in the future our
intelligence community functions effectively, within the framework
of the Constitution.

The Committee is of the view that many of the unlawful actions
taken by officials of the intelligence agencies were rationalized as
their public duty. It was necessary for the Committee to understand
how the pursuit of the public good could have the opposite effect.
As Justice Brandeis observed :

Experience should teach us to be most on our guard to protect
liberty when the Government’s purposes are benificent. Men
born to freedom are naturally alert to repel invasion of their
liberty by evil-minded rulers. The greatest dangers to liberty
lurk in insidious encroachment by men of zeal, well-meaning
but without understanding.?

A. THE MANDATE oF THE CoMMITTEE’'S INQUIRY

On January 27, 1975, Senate Resolution 21 established a select com-
mittee “to conduct an  investigation and study of governmental opera-.
tions with respect to intelligence activities and of the extent, if any,
to which illegal, improper, or unethical activities were engaged in by
any agency of the Federal Government.” Senate Resolution 21 lists
specific areas of inqury and study :

(1) Whether the Central Intelligence A gency has conducted
an illegal domestic intelligence operation in the United States.

(2) The conduct of domestic intelligence or counterintelli-
gence operations against United States citizens by the Federal
Bureau of Investigation or any other Federal agency.

(3) The origin and disposition of the so-called Huston
Plan to apply United States intelligence agency capabilities
against individuals or organizations within the United
States.

(4) The extent to which the Federal Bureau of Investiga-
tion, the Central Intelligence Agency, and other Federal law
enforcement or intelligence agencies coordinate their respec-
tive activities, any agreements which govern that coordina-
tion, and the extent to which a lack of coordination has con-
tributed to activities or actions which are illegal, improper,
ineflicient, unethical, or contrary to the intent of Congress.

(5) The extent to which the operation of domestic intelli-
gence or counterintelligence activities and the operation of
any other activities within the United States by the Central
Intelligence Agency conforms to the legislative charter of
that A gency and the intent of the Congress.

(6) The past and present interpretation by the Director of
Central Intelligence of the responsibility to protect intelli-
gence sources and methods as it relates to that provision of
the National Security Act of 1947 which provides “. ..

2 Olmstead v. United States, 277 U.S. 438, 479 (1928).
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that the agency shall have no police, subpena, law enforce-
ment powers, or internal security functions. ... .” 3

(7) The nature and extent of executive branch oversight
of all United States intelligence activities.

(8) The need for specific legislative authority to govern
the operations of any intelligence agencies of the Federal
Government now existing without that explicit statutory au-
thority, including but not limited to agencies such as the
Defense Intelligence Agency and the National Security
Agency.

(9) The nature and extent to which Federal agencies co-
operate and exchange intelligence information and the ade-
quacy of any regulations or statutes which govern such
cooperation and exchange of intelligence information.

(10) The extent to which United States intelligence agen-
cies are governed by Executive Orders, rules, or regulations
either published or secret and the extent to which those
Executive Orders, rules, or regulations interpret, expand, or
are in conflict with specific legislative authority.

(11) The violation or suspected violation of any State
or Federal statute by any intelligence agency or by any per-
son by or on behalf of any intelligence agency of the Fed-
eral Government including but not limited to surreptitious
entries, surveillance, wiretaps, or eavesdropping, illegal open-
ing of the United States mail, or the monitoring of the United
States mail.

(12) The need for improved, strengthened, or consoli-
dated oversight of United States intelligence activities by the
Congress.

(13) Whether any of the existing laws of the United States
are inadequate, either in their provisions or manner of en-
forcement, to safeguard the rights of American citizens, to
improve executive and legislative control of intelligence and
related activities, and to resolve uncertainties as to the au-
thority of United States intelligence and related agencies.

(14) Whether there is unnecessary duplication of expendi-
ture and effort in the collection and processing of intelligence
information by United States agencies. '

(15) The extent and necessity of overt and covert intelli-
gence activities in the UUnited States and abroad.

In addressing these mandated areas of inquiry, the Committee has
focused on three broad questions:

1. Whether intelligence activities have functioned in ac-
csordance with the Constitution and the laws of the United

tates.

2. Whether the structure, programs, past history, and
present policies of the American intelligence svstem have
served the national interests in a manner consistent with
declared national policies and purposes.

150 U.8.0. 403(d) (3) ; Appendix B, Senate Select Committee Hearings (here-
inafter cited as hearings), Vol 7, p. 210.
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3. Whether the processes through which the intelligence
agencies have been directed and controlled have been ade-
quate to assure conformity with policy and the law.

Over the past vear. the Committee and its staff have carefully
examined the intelligence structure of the United States. Consider-
able time and effort have been devoted in order to understand what
has been done by the United States Government in secrecy during the
thirty-year period since the end of World War II. It is clear to the
Committee that there are many necessary and proper governmental
activities that must be conducted in secrecy. Some of these activities
affect the security and the very existence of the nation. .

It is also clear from the Committee’s inquiry that intelligence
activities conducted outside the framework of the Constitution and
statutes can undermine the treasured values guaranteed in the Bill
of Rights. Further, if the intelligence agencies act in ways inimical
to declared national purnoses, they damage the reputation, power, and
influence of the United States abroad.

The Committee’s investigation has documented that a rnumber of
actions committed in the name of “national security” were inconsistent
with declared policy and the law. Hearings have been held and the
Committee has issued reports on alleged assassination plots, covert
action in Chile and the interception of domestic communications by
the National Security Agency (NSA). Regrettably, some of these
abuses cannot be regarded as aberrations.

B. Tue Purrost oF THE CoMMITTEE’S FINDINGS AND
RECOMMENDATIONS

- Ttis clear that a primary task for any successor oversight committee,
and the Congress as a whole. will be to frame basic statutes necessary
under the Constitution within which the intelligence agencies of the
United States can function efficiently under clear guidelines. Charters
delineating the missions, authorities, and limitations for some of the
United States most important intelligence agencies do not exist. For
example, there is no statutory authority for the NSA’s intelligence
activities. Where statutes do exist, as with the CIA, they are vague and
have failed to provide the necessary guidelines defining missions and
limitations.

The Committee’s investigation has demonstrated, moreover, that the
lack of legislation has had the effect of limiting public debate upon
some important national issues.

The CIA’s broad statutory charter, the 1947 National Security Act,
makes no specific mention of covert action. The CIA’s former General
Counsel, ]fawrence Houston, who was deeply involved in drafting the
1947 Act, wrote in September 1947, “we do not believe that there was
any thought in the minds of Congress that the CIA under [the
authority of the National Security Act] would take positive action
for subversion and sabotage.”* Yet, a few months after enactment
of the 1947 legislation, the National Security Council authorized
the CIA to engage in covert action programs. The provision of the
Act often cited as authorizing CIA covert activities provides for the
Agency:

‘Memorandum from CIA General Council Lawrence Houston to DCI Hillen-
koetter, 9/25/417.
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. . . to perform such other functions and duties related to
intelligence affecting the national security as the National
Security Council may from time to time direct.*

Secret Executive Orders issued by the NSC to carry out covert action
programs were not subject to congressional review. Indeed, until re-
cent years, except for a few members, Congress was not fully aware of
the existence of the so-called “secret charter for intelligence activities.”
Those members who did know had no institutional means for dis-
cussing their knowledge of secret intelligence activities with their
colleagues. The problem of how the Congress can effectively use secret
knowledge in its legislative processes remains to be resolved. It is the
Committee’s view that a strong and effective oversight committee is
an essential first step that must be taken to resolve this fundamental
issue.

C.. TuE Focus anp Scopk oF THE CoMMITTEE’S INQUIRY AND OBSTACLES
ENCOUNTERED

The inquiry mandated in S. Res. 21 falls into two main categories.
The first concerns allegations of wrong-doing. The nature of the Com-
mittee’s inquiry into these matters tends, quite properly, to be akin to
the investigations conducted by Senate and Congressional committees
in the past. We decided from the outset, however, that this committee
is neither a court, nor a law enforcement agency, and that while using
many -traditional congressional investigative techniques, our inquiry
has served primarily to illustrate the problems before Congress and the
country. The Justice Department and the courts in turn have their
proper roles to play.

The second category of inquiry has been an examination of the
intelligence agencies themselves. The Committee wished to learn
enough about their past and present activities to make the legislative
judgments required to assure the American people that whatever
necessary secret intelligence activities were being undertaken were
subject to constitutional processes and were being conducted in as
effective, humane, and efficient a manner as possible.

The Committee focused on many issues affecting the intelligence
agencies which had not been seriously addressed since our peacetime
intelligence system was created in 1947. The most important questions
relating to intelligence, such as its value to national security purposes
and its cost and quality, have been carefully examined over the past
vear. Although some of the Committee’s findings can be reported to
the public only in outline, enough can be set forth to justify the rec-
ommendations. The Committee has necessarily been selective. A year
was not enough time to investigate everything relevant to intelligence
activities.

These considerations guided the Committee’s choices:

(1) A limited number of programs and incidents were ex-
amined in depth rather than reviewing hundreds superficially.
The Committee’s purpose was to understand the causes for
the particular performance or behavior of an agency.

(2) The specific cases examined were chosen because they
reflected generic problems.

“50 U.S.C. 403(d) (5).
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(3) Where broad programs were closely reviewed (for
example, the CIA’s covert action programs), the Committee
sought to examine successes as well as apparent failures.

(4) Programs were examined from Franklin Roosevelt’s
administration to the present. This was done in order to
present the historical context within which intelligence ac-
tivities have developed and to assure that sensitive, funda-
mental issues would not be subject to possible partisan biases.

It is clear from the Committee’s inquiry that problems arising from
the use of the national intelligence system at home and abroad are to
be found in every administration. Accordingly, the Committee chose
to emphasize particular parts of the national intelligence system and
to address particular cases in depth. The Committee%ws concentrated
its energies on the six executive branch groups that make up what
is called “National Intelligence”.

(1) The Central Intelligence Agency.

(2) The counterintelligence activities of the Federal Bu-
reau of Investigation.

(3) The National Security Agency.

(4) The national intelligence components of the Depart-
ment of Defense other than NSA.
(5) The National Security Council.
(6) The intelligence activities of the Department of State.

The investigation of these national intelligence groupings included
examining the degree of command and control exercised over them
by the President and other key Government officials or institutions.
The Committee also sought to evaluate the ability and effectiveness of
Congress to assert its oversight right and responsibilities. The agencies
the (gJommittee has concentrated on have great powers and extensive
activities which must be understood in order to judge fairly whether
the United States intelligence system needs reform and change. The
Committee believes that many of its general recommendations can
and should be applied to the intelligence operations of all other
government agencies.

Based on its investigation, the Committee concludes that solutions
to the main problems can be developed by analyzing the broad patterns
emerging from the examination of particular cases. At the same time,
neither the dangers, nor the causes of abuses within the intelligence
system, nor their possible solutions can be fairly understood without
evaluating the historical context in which intelligence operations have
been conducted.

Individual cases and programs of government surveillance which the
Committee examined raise questions concerning the inherent conflict
between the government’s perceived need to conduct surveillance and
the citizens’ constitutionally protected rights of privacy and dissent. It
has become clear that if some lose their liberties unjustly, all may lose
their liberties. The protections and obligations of law must apply to all.
Only by looking at the broad scope of questionable activity over a
long period can we realistically assess the potential dangers of intru-
sive government. For example, only through an understanding of the
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totality of government efforts against dissenters over the past thirty
years can one weigh the extent to which such an emphasis may “chill”
legitimate free expression and assembly.

The Select Committee has conducted the only thorough investigation
ever made of United States intelligence and its post World War II
emergence as a complex, sophisticated system of multiple agencies
and extensive activities. The Committee staff of 100, including 60 pro-
fessionals, has assisted the 11 members of the Committee in this in-
depth inquiry which involved more than 800 interviews, over 250
executive hearings, and documentation in excess of 110,000 pages.

The advice of former and current intelligence officials, Cabinet mem-
bers, State, Defense, and Justice Department experts, and citizens
from the private sector who have served in national security areas
has been sought throughout the Committee’s inquiry. The Committee
has made a conscious effort to seek the views of all principal officials
who have served in the intelligence agencies since the end of World
War II. We also solicited the opinions of constitutional experts and
the wisdom of scientists knowledgeable about the technology used by
intelligence agencies. It was essential to learn the views of these sources
outside of the government to obtain as full and balanced an under-
standing of intelligence activities as possible.

The fact that government intelligence agencies resist any examina-
tion of their secret activities even by another part of the same govern-
ment should not be minimized. The intelligence agencies are a sector
of American government set apart. Employees’ loyalties to their or-
ganizations have been conditioned by the closed, compartmented and
secretive circumstances of their agencies’ formation and operation. In
some respects, the intelligence profession resembles monastic life with
some of the disciplines and personal sacrifices reminiscent of medieval
orders. Intelligence work is a life of service, but one in which the
norms of American national life are sometimes distressingly distorted.

Despite its legal Senate mandate, and the issuance of subpoenas, in
no instance has the Committee been able to examine the agencies’ files
on its own. In all the agencies, whether CIA, FBI, NSA, INR, DIA,
or the NSC, documents and evidence have been presented through
the filter of the agency itself.

Although the Senate inquiry was congressionally ordered and
although properly constituted committees under the Constitution have
the right of full inquiry, the Central Intelligence Agency and other
agencies of the executive branch have limited the Committee’s access to
the full record. Several reasons have been given for this limitation. In
some instances, the so-called doctrine of executive privilege has been
asserted. Despite these assertions of executive privilege, there are no
classes of documents which the Committee has not obtained, whether
from the NSC, the personal papers of former Presidents and their
advisors, or, as in the case of the Committee’s Report on Alleged Assas-
sination Plots Involving Foreign Leaders, all classes of documents
available in the executive branch. The exception, of course, involves
the Nixon files which were not made available because of court order.

It should be noted that in some highly important areas of its in-
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vestigation, the Committee has been refused access to files or docu-
ments. These involve, among others, the arrangements and agreements
made between the intelligence agencies and their informers and
sources, including other intelligence agencies and governments. The
Committee has agreed that in general, the names of agents, and their
methods of conducting certain intelligence activities should remain
in the custody of a few within the executive branch. But there
is a danger and an uncertainty which arises from accepting at face
value the assertions of the agencies and departments which in the past
have abused or exceeded their authority. If the occasion demands, a
duly authorized congressional committee must have the right to go
behind agency assertions, and review the full evidence on which agency
responses to committee inquiries have been based. There must be a
check: some means to ascertain whether the secrets being kept are,
in fact, valid national secrets. The Committee believes that the burden
of proof should be on those who ask that a secret program or policy
be kept secret.

The Committee’s report consists of a number of case studies which
have been pursued to the best of the Committee’s ability and which the
Committee believes illuminate the purposes, character, and usefulness
of the shielded world of intelligence activities. The inquiry conducted
over the past 15 months will probably provide the only broad insight
for some time into the now permanent role of the intelligence commu-
nity in our national government. Because of this, and because of the
need to assure that necessary secret activities remain under constitu-
tional control, the recommendations set forth by the Committee are
submitted with a sense of urgency and with the admonition that to
ignore the dangers posed by secret government action is to invite the
further weakening of our democracy.

D. Tue Historica. CONTEXT OF THE INQUIRY

The thirty years since the end of World War II have been marked
by continuing experimentation and change in the scope and methods
of the United States Government’s activities abroad. From the all-out
World War between the Axis powers and the allies, to the Cold War
and fears of nuclear holocaust between the communist bloc and West-
ern democratic powers, to the period of “wars of liberation” in the
former colonial areas, the world has progressed to an era of negotia-
tions leading to some easing of tensions between the United States
and the Soviet Union. In addition, the People’s Republic of China
has emerged as a world power which the United States and other
nations must consider. The recognizable distinctions between declared
war and credible peace have been blurred throughout these years
by a series of regional wars and uprisings in Asia, the Middle East,
Latin America, Europe, and Africa. The competing great powers
have participated directly or indirectly in almost all of these wars.
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Of necessity, this country’s intelligence agencies have played an
important role in the diplomacy and mulitary activities of the United
States during the last three decades. Intelligence information has
helped shape policy, and intelligence resources have been used to carry
out those policies.

The fear of war, and its attendant uncertainties and doubts, has
fostered a series of secret practices that have eroded the processes of
open democratic government. Secrecy, even what would be agreed by
reasonable men to be necessary secrecy, has, by a subtle and barely
perceptible accretive process, placed constraints upon the liberties of
the American people.

Shortly after World War II, the United States, based on its war-
time experience, created an intelligence system with the assigned mis-
slon at home and abroad of protecting to protect the national security,
primarily through the gathering and evaluation of intelligence about
individuals, groups, or governments perceived to threaten or poten-
tially threaten the United States. In general, these intelligence func-
tions were performed with distinction. However, both at home and
abroad, the new intelligence system involved more than merely ac-
quiring intelligence and evaluating information; the system also un-
dertook activities to counter, combat, disrupt, and sometimes destroy
those who were perceived as enemies. The belief that there was a need
for such measures was widely held, as illustrated in the following re-
port related to the 1954 Hoover Commission Report on government
organization :

It is now clear that we are facing an implacable enemy whose
avowed objective is world domination by whatever means
and at whatever cost. There are no rules in such a game.
Hitherto acceptable norms of human conduct do not apply.
If the U.S. is to survive, long-standing American concepts
of “fair play” must be reconsidered. We must develop ef-
fective espionage and counterespionage services. We must
learn to subvert, sabotage and destroy our enemies by more
clever, more sophisticated and more effective methods than
those used against us. It may become necessary that the
American people will be made acquainted with, understand
and support this fundamentally repugnant philosophy.

The gray, shadowy world between war and peace became the natural
haunt for covert action, espionage, propaganda, and other clandestine
intelligence activities. Former Secretary of State Dean Rusk described
it as the environment for the nasty wars “in the back alleys of the
world.”

Although there had been many occasions requiring intelligence-
gathering and secret government action against foreign and domestic
national security threats prior to World War II, the intelligence com-
munity developed during and after that war is vastly different in
degree and kind from anything that had existed previously. The sig-

207-932 0-76-2
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nificant new facets of the post-war system are the great size, techno-
logical capacity and bureaucratic momentum of the intelligence ap-
paratus, and, more importantly, the public’s acceptance of the necessity
for a substantial permanent intelligence system. This capability con-
trasts with the previous sporadic, ad hoc efforts which generally
occurred during wars and national emergencies. The extent and mag-
nitude of secret intelligence activities is alien to the previous American
experience.

Three other developments since World War II have contributed to
the power, influence and importance of the intelligence agencies.

First, the executive branch generally and the President in partic-
ular have become paramount within the federal system, primarily
through the retention of powers accrued during the emergency of
World War II. The intelligence agencies are generally responsible
directly to the President and because of their capabilities and because
they have usually operated out of the spotlight, and often in secret,
thev have also contributed to the arowth of executive power. .

Second, the direct and indirect impact of federal programs on the
%\rres 'fIf individual citizens has increased tremendously since World

ar 11

Third. in the thirty years since World War II, technology has made
unparalleled advances. New technological innovations have markedly
increased the agencies’ intelligence collection capabilities, a circum-
stance which has greatly enlarged the potential for abuses of personal
liberties. To illustrate, the SALT negotiations and treaties have been
possible because technological advances make it possible to accurately
monitor arms limitations, but the very technology which permits such
precise weapons monitoring also enables the user to intrude on the
private conversations and activities of citizens.

The targets of our intelligence efforts after World War IT—the
activities of hostile intelligence services, communists, and groups asso-
ciated with them both at home and abroad—were determined by
successive administrations. In the 1960, as the civil rights movement
grew in.the country, some intelligence agencies directed attention to
civil rights organizations and groups hostile to them. such as the
Ku Klux Klan. From the mid-1960’s until the end of the Vietnam war,
intelligence efforts were focused on antiwar groups.

Just as the nature of intelligence activitv has changed as a result of
international and national developments, the public’s attitude toward
intelligence has also altered. During the last eight years, beginning
with Ramparts magazine’s exposure of CIA covert relationships with
non-governmental organizations. there has been a series of allegations
in the press and Coneress which have provoked serious questions about
the conduct of intelligence agencies at home and abroad. The Water-
gate disclosures raised additional questions concerning abuse of power
by the executive branch, misuse of intelligence agencies, and the need
to strengthen leeal restraints against such abuses.

While the evidence in the Committee’s Report emphasizes the mis-
guided or imnroper activities of a few individuals in the executive
branch, it is clear that the growth of intelligence abuses reflects a more
general failure of our basic institutions.

3 See the Select Committee’s detailed report on “Intelligence and Technology.”
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Throughout its investigation, the Committee has carefully inquired
into the role of presidents and their advisors with respect to particular
intelligence programs. On occasion, intelligence agencies concealed
their programs from those in higher authority, more frequently it was
the senior ofticials themselves who, through pressure for results, created
the climate within which the abuses occurred. It is clear that greater
executive control and accountability is necessary.

The legislative branch has been remiss in exercising its control over
the intelligence agencies. For twenty-five years Congress has appropri-
ated funds for intelligence activities. The closeted and fragmentary
accounting which the intelligence community has given to a desig-
nated small group of legislators was accepted by the Congress as ade-
quate and in the best interest of national security. There were occa-
sions when the executive intentionally withheld information relating
to intelligence programs from the Congress, but there were also occa-
sions when the principal role of the Congress was to call for more intel-
ligence activity, including activity which infringed the rights of citi-
zens. In general, as with the executive, it is clear that Congress did not
carry out effective oversight.

The courts have also not confronted intelligence issues. As the Su-
preme Court noted in 1972 in commenting on warrantless electronic
surveillance, the practice had been permitted by successive presidents
for more than a quarter of a century without “guidance from the Con-
gress or a definitive decision of the Courts”. Of course, courts only con-
sider the issues brought belore them by litigants, and pervasive se-
crecy—coupled with tight judicially imposed rules of standing-—have
contributed to the absence of judicial decisions on intelligence issues.
Nevertheless, the Committee’s investigation has uncovered a host of
serious legal and constitutional issues relating to intelligence activity
and it is strong proof of the need for reform to note that scarcely any
of those issues have been addressed in the courts.

Throughout the period, the general public, while generally excluded
from debate on intelligence issues, nevertheless supported the known
and perceived activities of the intelligence agencies. In the few years
prior to the establishment of this Committee, however, the public’s
awareness of the need to examine intelligence issues was heightened.
The series of allegations and partial exposures in the press and the.
Congress provoked serious questions about the conduct of intelligence
activities at home and abroad. The Watergate affair increased the pub-
lic’s concern about abuse of governmental power and caused greater
attention to be paid to the need to follow and to strengthen the role of
law to check such abuses.

Against this background, the Committee considered its main task
as making informed recommendations and judgments on the extent
to which intelligence activities are necessary and how such necessary
activities can be conducted within the framework of the Constitution.

E. Tee DmwemMma oF SeEcrecy AND OrPEN CONSTITUTIONAL
GOVERNMENT

Since World War TI, with steadily escalating consequences. many
decisions of national importance have been made in secrecy, often by
the executive branch alone. These decisions are frequently based on
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information obtained by clandestine means and available only to the
executive branch. Until very recently, the Congress has not shared
in this process. The cautions expressed by the Founding Fathers and
the constitutional checks designed to assure that policymaking not be-
come the province of one man or a few men have been avoided on nota-
ble recent, occasions through the use of secrecy. John Adams expressed
his concern about the dangers of arbitrary power 200 years ago:

‘Whenever we leave principles and clear positive laws we are
soon lost in the wild regions of imagination and possibility
where arbitrary power sits upon her brazen throne and gov-
erns with an iron scepter.

Recent Presidents have justified this secrecy on the basis of “national
security,” “the requirements of national defense,” or “the confidential-
ity required by sensitive, ongoing negotiations or operations.” These
justifications were generally accepted at face value. The Bay of Pigs
fiasco, the secret war in Laos, the secret bombing of Cambodia, the
anti-Allende activities in Chile, the Watersate affair, were all instances
of the use of power cloaked in secrecy which, when revealed, provoked
widespread popular disapproval. This series of events has ended, for
the time being at least, passive and uncritical acceptance by the Con-
gress of executive decisions in the areas of foreign policy, national
security and intelligence activities. If Congress had met its oversight
responsibilities some of these activities might have been averted.

An examination of the scope of secret intelligence activities under-
taken in the past three decades reveals that they ranged from war to
conventional espionage. It anpears that.some United States intelligence
activities may have violated treaty and covenant obligations, but more
importantly, the rights of United States citizens have been infringed
upon. Despite citizen and congressional concern about these programs,
no processes or procedures have been developed bv either the Congress
or the executive branch which would assure Congress of access to secret
information which it must have to carry out its constitutional respon-
sibilities in authorizing and giving its advice and consent. The hind-
sight. of historv snggests that many secret operations were ill-advised
or might have been more beneficial to TTnited States interests had they
been conducted onenly, rather than secretly.

What is a valid national secret? What can properly be concealed
from the scrutiny of the American people, from various segments of
the executive branch or from a duly constituted oversight body of
their elected representatives? Assassination plots? The overthrow of
an elected democratic government? Drug testing on unwitting Ameri-
can citizens? Ohtaining millions of private cables? Massive domestic
spving bv the CIA and the military? The illecal opening of mail?
Attempts by an agency of the government to blackmail a civil rights
leader ? These have occurred and each has been withheld from scrutiny
by the public and the Congress by the label “secret intelligence.”

In the Committee’s view, these illegal. improper or unwise acts are
not valid national secrets and most certainly should not be kept from
the scrutiny of a duly-constituted congressional oversight body.

The definition of a valid national secret is far more difficult to set
forth. It varies from time to time. There is presently general agree-
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ment that details about military activities, technology, sources of
information and particular intelligence methods are secrets that should
be carefully protected. It is most important that a process be devised
for agreeing on what national secrets are, so that the reasons for nec-
essary secrecy are understood by all three branches of government and
the public, that they be under constant review, and that any changes
requiring the protection of new types of information can be addressed,
understood and agreed on within a framework of constitutional con-
sensus.

The Committee stresses that these questions remain to be decided by
the Congress and the executive jointly :

—What should be regarded as a national secret ¢

—Who determines what is to be kept secret ?

—How can decisions made in secret or programs secretly
approved be reviewed ?

Two great problems have confronted the Committee in carrying
out its charge to address these issues:

The first is how our open democratic society, which has endured
and flourished for 200 years, can be adapted to overcome the threats
to liberty posed by the continuation of secret government activities.
The leaders of the United States must devise ways to meet their respec-
tive intelligence responsibilities, including informed and effective con-
gressional oversight, in a manner which brings secrecy and the power
that secrecy affords within constitutional bounds.

For the executive branch, the specific problem concerns instituting
effective control and accountability systems and improving efficiency.
Many aspects of these two problem areas which have been examined
during the Committee’s inquiry of intelligence agencies are addressed
in the recommendations in Chapter X VIIIL, It is our hope that intelli-
gence oversight committees working with the executive branch will
develop legislation to remedy the problems exposed by our inquiry and
described in this report. The Committee has already recommended
the creation of an oversight committee with the necessary powers to
exercise legislative authority over the intelligence activities of the
United States.

It is clear that the Congress must exert its will and devise procedures
that will enable it to play its full constitutional role in making
policy decisions concerning intelligence activities. Failure to do so
would permit further erosion of constitutional government.

This Committee has endeavored to include in its final public report
enough information to validate its findings and recommendations.
Most of the inquiry and the documentation obtained by the Committee,
particularly that concerning foreign and military intelligence, is of
a highly classified nature. Determining what could and should be re-
vealed has been a major concern. )

In a meeting with President Ford at the outset of our inquiry in
February 1975, the Committee agreed not to disclose any classified in-
formation provided by the executive branch without first consult-
ing the appropriate agencies, offices and departments. In the case of
objections, the Committee agreed to carefully consider the Executive’s
reasons for maintaining secrecy, but the Committee determined that
final decisions on any disclosure would be up to the Committee.
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The Select Committee has scrupulously adhered to this agreement.
The Interim Report on Alleged Assassination Plots Involving Foreign
Leaders, the report on CIA activities in Chile, the report on illegal
NSA surveillances, and the disclosures of illegal activities on the part
of FBI COINTELPRO, the FBI’s harassment of Dr. Martin Luther
King, Jr., and other matters revealed in the Committee’s public hear-
ings, were all carefully considered by the Committee and the executive
branch working together to determine what information could be de-
classified and revealed without damaging national security. In those
reports and hearings, virtually all differences between the Committee
and the Executive were resolved. The only significant exception con-
cerned the release to the public of the Assassination Report, which the
executive branch believed would harm national security. The Com-
mittee decided otherwise.

Some criteria for defining a valid national secret have been agreed
to over the past year. Both the Committee and the executive branch
now agree that generally the names of intellizence sources and the
details of sensitive methods used by the intelligence services should
remain secret. Wherever possible, the right of privacy of individuals
and groups should also be preserved. It was agreed, however, that.the
details of illegal acts should be disclosed and that the broad scope of
United States intelligence activities should be sufficiently described
to give public reassurance that the intelligence agencies are operating
consistent; with the law and declared national policy.

The declassification working procedures developed between this
Committee, the CIA and other parts of the intelligence community
constitute the beginnings of agreed, sound and sensible methods and
criteria for making public matters that should be made public. This
disclosure process is an important step toward achieving the national
consensus required if our intelligence system is to enjoy essential public
support.

There is a clear necessity, after thirty years of substantial secret ac-
tivities, for public debate and legislative decisions about the future
course of our intelligence system. This report is intended to assist the
Senate, the Congress, and the country in making the vital decisions
that are required to be made in the coming years.

This section of the Final Report focuses on the departments and
agencies engaged in foreign and military intelligence. The Commit-
tee’s findings, conclusions, and recommendations in these aréas can

be found in Chapter XVIIL :



II. THE FOREIGN AND MILITARY INTELLIGENCE
OPERATIONS OF THE UNITED STATES: AN OVERVIEW

Permanent institutions for the conduct of secret foreign and mili-
tary intelligence activities are a relatively new feature of American
government. Secure behind two oceans and preoccupied with the set-
tlement of a continent, America had no permanent foreign intelligence
establishment for more than a century and a half. In times of crisis,
Americans improvised their intelligence operations. In times of peace,
such operations were not needed and were allowed to lie fallow.

Despite the experience of the First World War, Americans believed
they could continue this pattern well into the Twentieth Century. The
military services developed important technical intelligence capabil-
ities, such as the breaking of the Japanese code, but the American
public remained unaware of the importance of effective intelligence for
1ts security. As a world power, the United States came late to intelli-
gence. It came on December 7, 1941, when Japan attacked Pearl
Harbor. . i

That searing intelligence failure led to the Congress’ first effort to
deal with the necessity and complexity of modern intelligence. The
Joint Committee on the Pearl Harbor Attack, after a sweeping in-
vestigation, recommended in 1946 a unified and permanent intelli-
gence effort by the United States—concepts ultimately embodied in
the basic charter for American intelligence, The National Security
Act adopted by the Congress in 1947. However, neither the Pearl
Harbor Committee, nor the National Security Act addressed some
of the fundamental problems secret intelligence operations pose for
our democratic and constitutional form of government and America’s
unique system of checks and balances. ;

The Senate Select Committee on Intelligence Activities represents
the second major effort by the Congress to come to grips with intelli-
gence problems, in particular the basic constitutional and structural
issues arising from a permanent secret intelligence establishment.
While these problems were the subject of the investigation and are
the focus of this report, the Select, Committee wishes to emphasize that
it found much that was good and proper in America’s intelligence
efforts. In particular, the capacity and dedication of the men and
women serving in our intelligence services is to be commended.

This inquiry was not brought forth by an individual event such as
a massive intelligence failure threatening the nation’s security. Rather
it is the result of a series of occurrences adversely affecting the liberties
of individual Americans and undermining the long-term interests and
reputation of the United States. In effect, the Select Committee was
created to deal with the question of whether our democratic system has
effectively governed in the crucial area of secret intelligence,

(15)
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Mr. Clark Clifford, one of the authors of the National Security
Act of 1947, told the Committee that

The law that was drawn in 1947 was of a general nature
and properly so, because it was the first law of its kind. We
were blazing a new trail. !

Tt has been the responsibility of the Select Committee to consider
where this secret trail has taken the nation, and with this as prologue,
to begin the task of charting the future. .

A. Tue Basic Issurs: SECRECY AND DEMOCRACY

The task of democratic government is to reconcile conflicting values.
The fundamental question faced by the Select Committee is how to
reconcile the clash between secrecy and democratic government itself.
Secrecy is an essential part of most intelligence activities. However,
secrecy undermines the United States Government’s capacity to deal
effectively with the principal issues of American intelligence addressed
by the Select Committee:

—The lack of clear legislation defining the authority for permis-
sible intelligence activities has been justified in part for reasons of
secrecy. Absent clear legal boundaries for intelligence activities, the
Constitution has been violated in secret and the power of the executive
branch has gone unchecked, unbalanced.

—Secrecy has shielded intelligence activities from full account-
ability and effective supervision both within the executive branch
and bv the Congress.

—Reliance on covert action has been excessive because it offers a
secret shortcut around the democratic process. This shortcut has led
to questionable foreign involvements and unacceptable acts.

—The important line between public and private action has become
blurred as the result of the secret use of private institutions and in-
dividuals by intelligence agencies. This clandestine relationship has
called into question their integrity and undermined the crucial
independent role of the private sector in the American system of
democracy.

—Duplication, waste, inertia and ineffectiveness in the intelligence
community has been one of the costs of insulating the intelligence
bureaucracy from the rigors of Congressional and public serutiny.

—TFinally, secrecy has been a tragic conceit. Inevitably, the truth
prevails, and policies pursued on the premise that they could be plaus-
ibly denied, in the end damage America’s reputation and the faith
of her people in their government.

For three decades, these problems have grown more intense. The
United States Government responded to the challenge of secret intel-
ligence operations by resorting to procedures that were informal,
implicit, tacit. Such an approach could fit within the tolerances of
our democratic system so long as such activities were small or tem-
porary. Now, however, the permanence and scale of America’s intelli-
gelnce effort and the persistence of its problems require a different
solution. :

1 Olark Clifford testimony, 12/5/75, Hearings, vol. 7, p. 50.



17

B. TaE Score oF THE SELECT CoMMITTEE’S INQUIRY INTO FOREIGN AND
MiLrrary INTELLIGENCE OQPERATIONS

The operations of the United States Government in the field of
intelligence involve the activities of hundreds of thousands of individ-
uals and the expenditure of billions of dollars. They are carried out
by a complex “community” of organizations whose functions interact
and overlap. Because of their scope, the Select Committee could not
deal in depth with all aspects of America’s intelligence activities.
Instead the Committee focused on the principal organizations, their
key functions and the major issues confronting the United States in
the field of foreign and military intelligence. In doing so, the Com-
mittee sought to uncover the truth of alleged abuses by the intelligence
agencies and to ascertain the legitimate needs and requirements
of an effective future intelligence system for the United States that
can function within the boundaries established by the Constitution
and our democratic form of government.

The Select Committee focused on five institutions: .

—The National Security Council (NSC), which on behalf of the
President, is supposed to direct the entire national security apparatus
of the United States Government, including the intelligence commu-
nity. As the senior policymaking body in the executive branch in the
field of national security, the NSC is also the ultimate consumer of the
nation’s intelligence product.

—The Director of Central Intelligence (DCI), who is charged with
producing intelligence which reflects the judgments of all of the in-
telligence organizations in the executive branch. He is also supposed
to “coordinate” the activities of these organizations. -

—The Central Intelligence Agency, which houses the government’s
central analytical staff for the production of intelligence, but which
devotes its major efforts to developing new means of technical collec-
tion and to operating America’s clandestine intelligence service
throughout the world. In the latter capacity it carries out covert action,
paramilitary operations and espionage.

—The Department of State, which is the primary source of intelli-
gence on foreign political and economic matters, and as such is both a
competitor in the collection and evaluation of intelligence and a po-
tential source of external control over elandestine intelligence activities
of the Central Intelligence Agency. _

—The Department of Defense, which is the major collector of in-
telligence, the largest consumer, as well as the principal manager of
the resources devoted to intelligence. It houses the largest intelligence
collection organization, the National Security Agency (NSA), and’
the largest intelligence analysis organization, the Defense Intelligence
Agency (DIA).

C. Tue INTELLIGENCE PRrOCESS : THEORY AND REALITY

These organizations, and some of their offshoots, constitute the
United States intelligence community. In theory at least, their opera-
tions can be described in simple terms by the following cycle:
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—Those who use intelligence, the “consumers,” indicate the kind
of information needed. .

—These needs are translated into concrete “requirements” by senior
intelligence managers.

~—The requirements are used to allocate resources to the “collectors”
and serve to guide their efforts.

—The collectors obtain the required information or
intelligence.” . .

—The “raw intelligence” is collated and turned into “finished in-
telligence” by the “analysts.”

—The finished intelligence is distributed to the consumer and the
intelligence managers who state new needs, define new requirements,
and make necessary adjustments in the intelligence programs to im-
prove effectiveness and efﬁcienc%r.

In reality this pattern is barely recognizable.

There are many different consumers, from the President to the
weapons designer. Their needs can conflict. Consumers rarely take
the time to define their intelligence needs and even if they do so there
is no effective and systematic mechanism for translating them into
intelligence requirements. -

Therefore, intelligence requirements reflect what intelligence man-
agers think the consumers need, and equally important, what they
think their organizations can produce. Since there are many managers
and little central control; each is relatively free to set his own
requirements.

Resources therefore tend to be allocated according to the priorities

“raw

.and concerns of the various intelligence bureaucracies. Most intelli-

gence collection operations are part of other organizations—the De-
partment of Defense, the Department of State—and so their require-
ments and their consumers are often the first to be served.

Collecting intelligence is not an automatic process. There are many
different kinds of intelligence, from a radar return to an indiscreet re-
mark, and the problems in acquiring it vary greatly. Information that
is wanted may not be available, or years may be required to develop
an agency or a technical device to get it. Meanwhile intelligence agen-
cies collect what they can. .

In the world of bureaucracy, budgets, programs, procurement,
and managers, the needs of the analyst can be lost in the shuffle. There
has been an explosion in the volume and quality of raw intelligence but
no equivalent increase in the capacity of analytical capabilities. As a
result, “raw” intelligence increasingly dominates “finished” intelli-
gence; analysts find themselves on a treadmill where it is difficult to
do more than summarize and put in context the intelligence flowing
in. There is little time or reward for the task of providing insight.

In the end the consumer, particularly at the highest levels of the
government, finds that his most imnortant questions are not only
unanswered, but sometimes not even addressed.

To some extent, all this is in the nature of things. Many questions
cannot be answered. The world of intelligence is dominated by uncer-
tainty and chance, and those in the intelligence bureaucracy, as else-
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where in the Government, try to defend themselves against uncer-
tainties in ways which militate against efficient management and
accountability.

Beyond this is the fact that the organizations of the intelligence
community must operate in peace but %e prepared for war. This has
an enormous impact on the kind of intelligence that is sought, the way
resources are allocated, and the way the intelligence community is
organized and managed.

Equally important, the instruments of intelligence have been forged
into weapons of psychological, political, and paramilitary warfare.
This has had a profound effect on the perspective and preoccupa-
tions of the leadership of the intelligence community, downgrading
concerns for intelligence in relation to the effective execution of
operations.

These problems alone would undermine any rational scheme, but
it is also important to recognize that the U.S. intelligence community
is not the work of a single author. It has evolved from an interaction
of the above internal factors and the external forces that have shaped
America’s history since the end of the Second World War.

D. Evorurion or THE UNrrEp STATES INTELLIGENCE COMMUNITY

The evolution of the United States intelligence community since
World War II is part of the larger history of America’s effort to
come to grips with the spread of communism and the growing power
of the Soviet Union. As the war ended, Americans were torn by hopes
for peace and fear for the future. The determination to return the
nation promptly to normal was reflected in demobilization of our
wartime military establishment. In the field of intelligence, it was
clear in President Truman’s decision to dismantle the Office of Stra-
tegic Services, scattering its functions to the military departments and
the Department of State.

The Second World War saw the defeat of one brand of totalitarian-
ism. A new totalitarian challenge quickly arose. The Soviet Union, a
major ally in war, became America’s principal adversary in peace. The
power of fascism was in ruin but the power of communism was mobil-
ized. Not only had the communist parties in France, Italy, and Greece
emerged politically strengthened by their roles in the Resistance, but
the armies of the Soviet Union stretched across the center of Europe.
And, within four years, America’s nuclear monopoly would end.

American military intelligence officers were among the first to per-
ceive the changed situation. Almost immediately after the fall of Ber-’
lin to the Red Army, U.S. military intelligence sought to determine
Soviet objectives. Harry Rositzke, later to become chief of the CFA’s
Soviet Division, but at the time a military intelligence officer, was
despatched to Berlin by jeep. Although the Soviet Union was still an
ally, Rositzke was detained, interrogated, then ordered expelled by
the Soviet occupying forces. He managed, however, to escape his So-
viet “escort” and arrive in Berlin. He described his experience to the
Committee :

We got on the outskirts of Berlin and yelled out “Ameri-
kanski,” and were highly welcomed. And as we went over the
Autobahn the first basic impression I got, since I had known
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Germany well before the war, was a long walking group of
German males under 16 and over 60 who were being shep-
herded to the east by four-foot-ten, five-foot Mongolian sol-
diers with straw shoes.

The Russians also had been looting. With horses and farm
wagons they were taking away mattresses; wall fixtures,
plumbing fixtures, anything other than the frame of the
houses.

We then made our way through the rubble of Berlin—most
were one-way streets—identifying every shoulder patch we
could, and passed the Siemans-Halske works, in front of
which were 40 or 50 lend-lease trucks, on each of which was a
larce shiny lathe. drill press, et cetera.

When we had seen enough and were all three extremely
nervous, we headed straight west from Berlin to the British
Zone. When we arrived we had an enormous amount of ex-
uberance and a real sense of relief, for the entire 36 hours had
put us in another world. The words that came to my mind
then were, “Russia moves west.” 3

At home, the Truman Administration was preoccupied by the tran-
sition from war to an uncertain peace. Though dispersed, and in some
cases disbanded, America’s notential capabilities in the field of intelli-
gence were considerable. There were a large number of well-trained
former OSS oneration officers; the military had developed a remark-
able capacity for cryntologic intelligence (the breaking of codes) and
communications intelligence (COMTNT) : there was also a cadre of
former OSS intelligence analysts both within the government and in
the academic community.

E. Tur Oricins oF THE PosTwAR INTELLIGENCE COMMUNITY *

With the experiences of World War II and particularly Pearl Har-
bor still vivid, there was a recognition within the government that,
notwithstanding demobilization, it was essential to create a central-
ized body to collate and coordinate intelligence information. There
was also a need to eliminate frictions between competing military
intelligence services. Although there was disagreement about the struc-
ture and authoritv of the nostwar irtellizence service, President Tru-
man and his senior advisers concluded that, unlike the OSS, this
centralized body should be civilian in character.

The military resisted this judgment. Virtually all of America’s
competing intelligence assets were in the armed services. Then, as
now, the military considered an intelligence capability essential in
wartime and equally important in time of peace to be prepared for
military crises. Thus, the services were strongly opposed to having
their anthoritv over intellicence diminished. In contrast, factions
within the State Department were relnctant to accept any greater
responsibility or role in the field of clandestine intelligence.

Six months after V-J Day, and three months after he had dis-
banded OSS, President Truman established the Central Intelligence

3 Harry Rozitzke testimonv, 10/31/75. p. 7.
4 For an organizational history of the CIA, see Chapter VI.
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Group (CIG). CIG was the direct predecessor of the CIA. It re-
ported to the National Intelligence Authority, a body consisting of
the Secretaries of State, War and Navy and their representatives. CIG
had a brief existence. It never was able to overcome the constraints
and institutional resistances found in the Department of State and
the armed services.

The National Security Act of 1947 * was passed on July 26, 1947. The
Act included, in large part, the recommendations of a report prepared
for Secretary of the Navy James Forrestal by New York investment
broker Ferdinand Eberstadt. Though largely concerned with the crea-
tion of the National Security Council (NSC) and the unification of the
military services within the Department of Defense, the Act also
created a Director of Central Intelligence (DCI) and a Central
Intelligence Agency (CIA). The powers of the DCI and the CIA
were an amalgam of careful limits on the DCI’s authority over the
intelligence community and an open-ended mission for the CIA itself.
The power of the DCI over military and diplomatic intelligence was
confined to “coordination.” At the same time, however, the Agency
was authorized to carry out unspecified “services of common concern”
and, more importantly, could “carry out such other functions and
duties” as the National Security Council might direct.

Nowhere in the 1947 Act was the CIA explicitly empowered to col-
lect intelligence or intervene secretly in the affairs of other nations.
But the elastic phrase, “such other functions,” was used by successive
presidents to move the Agency into espionage, covert action, para-
military operations, and technical intelligence collection. Often con-
ceived as having granted significant peacetime powers and flexibility
to the CIA and the NSC, the National Security Act actually legislated
that authority to the President.

The 1947 Act provided no explicit charter for military intelligence.
The charter and mission of military intelligence activities was estab-
lished either by executive orders, such as the one creating the National
Security Agency in 1952, or various National Security Council di-
rectives. These National Security Council Intelligence Directives
(NSCID’s) were the principal means of establishing the roles and
functions of all the various entities in the intelligence community.
They composed the so-called “secret charter” for the CIA. However,
most of them also permitted “departmental” intelligence activities,
and in this way also provided the executive charter for the intelligence
activities of the State Department and the Pentagon. However, the
intelligence activities of the Department of Defense remained with -
the military rather than with the new Defense Department civilians.
At the end of the war, the Joint Chiefs of Staff decided to continue
the inter-Service coordinating mechanism—the Joint Intelligence
Committee—which had been created in 1942. With the 1947 Act and
the establishment of the Joint Chiefs of Staff, a working level intelli-
gence operation was created in the Joint Staff, known as the Joint
Intelligence Group, or J-2.

The structure created by the 1947 Act and ensuing NSCID’s was
highly decentralized. The task of the CIA and the Director of Central

¢ See Chapter VII for an analysis of the 1947 Act.
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Intelligence was to “coordinate” the intelligence output of all the vari-
ous intelligence collection programs in the military and the Depart-
ment of State. The CIA and its Director had little power to act itself,
but the potential was there.

F. Tue Resroxse TO THE SOVIET THREAT

Immediately after its establishment, the CIA and other elements
of the intelligence community responded to the external threats fac-
ing the United States.

~_The threat of war in Europe. Following the war there was a dis-
tinct possibility of a Soviet assault on Western Europe. Communist
regimes had been established in Poland, Hungary, Romania and Bul-
garia. Czechoslovakia went Communist in 1948 through a coup sup-
ported by the Russian Army. There was a Russian-backed civil war in
Greece. And, above all, there was the presence of the Soviet Army n
Eastern Europe and the pressure on Berlin.

In light of these developments, U.S. policvmakers came to the con-
clusion that outright war with the Soviet Union was possible. The U.S.
intelligence community responded accordinglv. The CIA assumed the
espionage task, running agents and organizing “stay-behind networks”
in the event the Soviets rolled west. A gents. mostly refuoees, were sent
into the East to report on Soviet forces and, in particnlar, any moves
that signalled war. The U.S. went so far as to establish contact with
Ukrainian guerrillas—a relationship that was maintained until the
guerrillas were finally wiped out in the early 1950s by Soviet security
forces. CTA activities. however, were outnumbered bv the clandestine
collection operations of the military, particularly in Western Eurore,
where the Army maintained a large covert intelligence and paramili-
tary capability.

—Turmoil in the West. The Soviets had powerful political resources
in the West—the Communist parties and. trade unions. Provided with
financial and advisory support from the Soviet Union, the Communist
parties sought to exnloit and exacerbate the economic and nolitical
turmoil in postwar Furope. As the elections in 1948 and 1949 in Ttaly
and France approached, the democratic parties were in disarray and
the possihility of a Communist takeover was real. Coordinated Com-
munist political unrest in western countries combined with extremist
pressure from the Soviet U'nion, confirmed the fears of many that
America faced an exnansionist Communist monolith.

The United States resronded with overt economic aid—the Truman
Doctrine and the Marshall Plan—and covert nolitical assistance. This
latter task was assioned to the Office of Special Projects, later renamed
the Office of Policy Cloordination (OPC). The Office was honsed in the
CIA but was directly responsible to the Denartments of State and
Defense. Clandestine support. from the United States for European
democratic parties was rezarded as an essential response to the threat
of “international communism.” OPC became the fastest growing ele-
ment in the CTA. To facilitate its onerations. as well as to finance CIA
espionage activities, the Conaress passed the Central Intelligence
Agency Act of 1949, which authorized the Director of CIA to spend
funds on his voucher without having to account for disbursements.
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—Nuclear weapons. The advent of nuclear weapons and the Soviet
potential in this field led to efforts to ascertain the status of the Soviet
Union’s nuclear program. By the time of the Soviet’s first atomic explo-
sion in 1949, the U.S. Air Force and Navy had begun a peripheral
reconnaissance program to monitor other aspects of Soviet nuclear
development and Soviet military capabilities. As the Soviet strategic
nuclear threat grew, America’s efforts to contain it would grow in
scale and sophistication until it would overshadow the classic tools of
espionage.

G. Korea: THE TurNING PoInt

The Communist attack, feared in Europe, took place in Asia. The
Korean War, following less than a year after the fall of China to the
Communists, marked a turning point for the CTA. The requirements
of that war, the involvement of China, the concern that war in Europe
might soon follow, led to a fourfold expansion of the CIA—particu-
larly in the paramilitary field. This period was characterized by efforts
to infiltrate agents into mainland China, which led to the shoot-
down and capture of a number of Americans.

The CIA’s activities elsewhere in Asia also expanded. Instrumen-
tal in helping Ramon Magsaysay defeat the communist Hukbalahaps
in the Philippines, the CIA also assisted the French in their losing
struggle against the Viet Minh in Indochina.

The failure to anticipate the attack on Korea was regarded as a
major intelligence failure. The new Director of the CIA, General
Bedell Smith, was determined to improve CIA’s estimating and fore-
casting capabilities. He called on William Langer, formerly chief of
the Research and Analysis section of the OSS, to come to Washington
from Harvard, in 1950, to head a small staff for analysis and the pro-
duction of intelligence. An Office of National Estimates (ONE) was
established to produce finished intelligence estimates. ONE drew on
the intelligence information resources of the entire U.S. intelligence
community and was aided by a Board of National Estimates composed
of leading statesmen and academic experts.

By the end of the Korean War and the naming of Allen Dulles as
DCI, the powers, responsibilities and basic structure of the CIA were
established. The Agency had assumed full responsibility for covert
operations in 1950, and by 1952 covert action had exceeded the money
and manpower allotted to the task of espionage—a situation that
would persist until the early 1970s.

Paramilitary actions were in disrepute because of a number of fail-
ures during the Korean War. However, the techniques of covert mili-
tary assistance in training had been developed, and the pattern of CTA
direction of Special Forces and other unconventional components of
th?1 U.S. Armed Forces in clandestine operations had been estab-
lished.

In the field of espionage, the CTA had become the predominant, but
by no means the exclusive operator. Clandestine human collection of
intelligence bv the military services continued at a relatively high
rate. The militarv also had a large stake in clandestine technical
collection of intelligence.
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Major structural changes In the intelligence community were
brought about by the consolidation of cryptanalysis and related func-
tions. Codebreaking is a vital part of technical intelligence collection
and has had an important role in the history of U.S. intelligence
offorts. The American “Black Chamber” responsible for breaking
German codes in WWI was abolished in the 1920s. As WWII ap-
proached, cryptanalysis received increased attention in the military.
Both the Army and Navy had separate cryptologic services which had
combined to break the Japanese code. Known as “the magic” this in-
formation signalled the impending attack on Pearl Harbor but the
intelligence and alert system as a whole failed to respond. )

In order to unify and coordinate defense cryptologic and communi-
cations security functions, President Truman created the National
Security Agency by Executive Order on November 4, 1952. Prior to
this time, U.S. cryptological capabilities resided in the separate agen-
cies of the Army, Navy, and Air Force. The very existence of still the
most secret of all US. intelligence agencies, NSA, was not acknowl-
edged until 1957.

H. Tue “ProtracTED CONFLICT”

With the end of the Korean conflict and as the mid-1950s ap-
proached, the intelligence community turred from the desperate con-
cern over imminent war with the U.S.S.R. to the long-term task of
containing and competing with communism. In the “struggle for
men’s minds,” covert action developed into a large-scale clandestine
psychological and political program aimed at competing with Soviet
propaganda and front organizations in international labor and stu-
dent activities. Specific foreion governments considered antithetical
to the United States and its allies or too receptive to the influence of
the Soviet Union, such as Mosedegh in Iran in 1953 and Arbenz in
Guatemala in 1954, were toppled with the help of the CIA. Anti-
communist parties and groups were given aid and encouragement such
as the Sumatran leaders who, in 1958, sought the overthrow of Presi-
dent Sukarno of Indonesia.

At the same time, the CIA was moving into the field of technical
intelligence and reconnaissance in a major way. The U.S. military
had recognized the value of aerial reconnaissance within a few short
years after the Wright brothers’ successful flight in 1903 and had
borne major responsibility for reconnaissance against Communist
bloc countries. But it was the CIA in 1959 that beoan work on the U-2.

It proved to be a technical trinmnh. The -2 established that
the Soviet Union was not, as had been feared, about to turn the
tables of the strategic balance. It gained more information about
Soviet military developments than had been acquired in the previous -
decade_of espionage operations. But there were risks in this oper-
ation. Desnite the effort to minimize them with a special system of
high-level NSC review and apnroval, Francis Garv Powers was shot
down in a U-2 over the Soviet Union on the eve of the Paris summit
conference in 1960. President Eisenhower’s acceptance of responsi-
bility and Nikita Khrushchev’s reaction led to the collapse of the
conference before it bezan.

_Nonetheless the U-2 proved the value of exotic and advanced tech-
nical means of intelligence collection. It was followed by a transfor-
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mation of the intelligence community. As the 1950s gave way to the
1960s, large budgets for the development and operation of technical
collection systems created intense competition among the military
services and the CIA and major problems in management and
condensation.

To support the Director of Central Intelligence’s task of coordinat-
ing the activities of the intelligence community, the United States
Intelligence Board (USIB) was established in 1958. Made up of senior
representatives of the State Department, the Department of Defense,
the military services, Treasury (since 1973) and the ¥FBI, USIB
was to coordinate the setting of requirements for intelligence, approve
National Intelligence Estimates and generally supervise the operations
of the intelligence agencies. However, the real power to set require-
ments and allocate resources to intelligence programs remained de-
centralized and in the hands of the principal collectors—the military
services, the Foreign Service and the clandestine service of the CIA.
As collection programs mushroomed, USIB proved unequal to the
task of providing centralized management and eliminating duplication.

I. Tamp WorLp CoMPETITION AND NuUcLEarR CRISIS

While the United States’ technical, military and intelligence capa-
bilities advanced, concern intensified over the vulnerability of the
newly independent nations of Africa and Asia to communist sub-
version. And in the Western Hemisphere the establishment of a com-
munist Cuba by Fidel Castro was seen as presaging a major incursion
of revolutionary communism to the Western Hemisphere.

At his inauguration in January, 1961, President Kennedy pro-
claimed that America would “pay any price and bear any burden” so
that liberty might prevail in the world over the “forces of communist
totalitarianism.” Despite the catastrophe of the CIA-sponsored Bay
of Pigs invasion only four months later, the covert action and para-
military operations staffs of the CIA were to shoulder a significant
part of that burden. In Latin America the Alliance for Progress, the
overt effort to help modernize the southern half of the hemisphere, was
accompanied by a significant expansion of covert action and internal
security operations almed at blocking the spread of Castro’s influence
or ideology. This was accompanied by an intense paramilitary cam-
paign of harassment, sabotage, propaganda against Cuba, and at-
tempted assassination against Castro.

Nearby, in the Dominican Republic, the United States had already
supported the assassins of Dictator Raphael Trujillo in order to pre-
empt a Castro-type takeover. In Africa, significant paramilitary aid
was given in support of anti-Soviet A frican leaders. In Asia, American
intelligence had been involved for a long time in the Indochina strug-
gle. The CIA, along with the rest of the United States government,
was drawn ever deeper into the Vietnamese conflict.

Early in the decade the United States faced its most serious post-
war crisis affecting its security—the Cuban Missile Crisis of October
1962. It illustrated a number of important facts concerning the nature
and structure of American intelligence.

During the summer of 1962 overhead reconnaissance confirmed agent
intelligence reports that some form of unusual military installation
was being placed in Cuba. By October 16 it was clear that these were
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medium and intermediate-range ballistic missile sites capable of han-
dling nuclear weapons that could strike targets throughout significant
areas of the United States.

As the United States moved towards a confrontation with the So-
viet Union, U.S. intelligence played a significant role at every turn.
Overhead reconnaissance of the Soviet strategic posture was vastly
superior to that of the Russians. Reports from Col. Oleg Penkovsky,
the U.S. agent in the Kremlin, kept the United States abreast of the
Soviet military response to the crisis. U.S. tactical reconnaissance of
Cuba not only prepared the United States for possible invasion hut
signalled the earnestness of our intention to do so should the situation
deteriorate. Naval reconnaissance kept close tabs on Soviet ships bear-
ing ballistic missile components. As the crisis neared its showdown
with a quarantine, the President demanded and received the most de-
tailed tactical intelligence, including the distance in yards between
American naval vessels and the Soviet transport ships.

This crisis dramatized the importance of integrated intelligence
collection and production in times of crisis. It also clearly llustrated
the difficulty in distinguishing between national and so-called tactical
intelligence. This distinction has been a central feature of the struc-
ture of the American intelligence community with the military serv-
jces maintaining control over tactical intellizence and the so-called
national intelligence assets subject to varying degrees of control by
the Director of Central Intelligence or the Secrtary of Defense and
the National Security Council. Cuba proved that in time of crisis
these distinctions evaporate.

J. TecaNoLoGY AND TRAGEDY

During the 1960s the U.S. intelligence community was dominated
by two developments: First, the enormous exnlosion in the volume of
technical intelligence as the research and development efforts of the
previous period came to fruition; second, the ever-growing involve-
ment of the United States in the war in Vietnam.

The increase in the quantity and quality of technically acquired
information on Soviet military forces, in particular strategic forces,
made possible precise measurement of the existing level of Soviet
strategic deployments. However, it did not answer questions about
the ultimate scale of Soviet stratexic deployments, nor did it provide
firm. information on the quality of their forces. While it provided an
additional clue as to Soviet intentions, it did not offer any definitive
answers.

Inthe Pentagon disparate estimates of future Soviet strateqic power
from each of the Armed Services led Secretary Robert McNamara to
establish the Defense Intelligence Agency. The Secretary of Defense
was in the ironic position of being responsible for the bulk of American
intelligence collection activity but lackine the means to coordinate
either the collection programs or the intelligence produced. The DIA
was to fulfill this need, but in a compromise with the military services
the DIA was made to renort to the Secretary of Defense through the
Joint Chiefs of Staff. The DIA has never fulfilled its promise.

In the CIA the analysts confronted bv the new mass of technical
intelligence information underestimated the ultimate scale of Soviet



27

dployments while tending to overestimate the qualitative aspects of
Soviet weapons systems. Previously, intelligence analysts had to build
up their picture of Soviet capability from fragmentary information,
inference and speculation, particularly as to Soviet purposes. Con-
fronted with the challenge to exploit the new sources of intelligence on
Soviet programs, the analysts in the intelligence community turned
away from the more speculative task of understanding Soviet purposes
and intentions, even though insight into these questions was central to
a greater understanding of the technical information being acquired
in such quantity.

The war in Vietnam also posed serious problems in the analysis and
production of intelligence. In effect, the analysts were continually in
the position of having to bring bad news to top policymakers. The re-
sult produced some serious anomalies in the nature of intelligence
estimates concerning the Vietnam conflict. For example, the CIA con-
tinually flew in the face of the Pentagon and the evident desires of
the White House by denigrating the effectiveness of the bombing cam-
paigns over North Vietnam, but as American involvement deepened
from 1965 onward, the CIA was unwilling to take on the larger and
more important task of assessing the possibility for the success of the
overall U.S. effort in Vietnam.

The increase in technical collection capabilities of the United States
were also brought to bear on that conflict, creating in its turn important
questions about the application of such resources to tactical situations.
As one intelligence officer put it, local military commanders in Viet-
nam “were getting SIGINT (signals intelligence) with their orange
juice every morning and have now come to expect it everywhere.” This
involves two problems: first, whether “national” intelligence re-
sources aimed at strategic problems should be diverted to be used for
local combat application and, second, whether this might not lead to a
compromise of the technical collection systems and the elimination of
their effectiveness for broader strategic missions.

K. Tur 1970s

Together, the advent of increased technical capabilities and the Viet-
nam War brought to a climax concerns within the Government over
the centralized management of intelligence resources. This coincided
with increased dissatisfaction in the Nixon Administration over the
quality of intelligence produced on the war and on Soviet strategic
developments.

In the nation as a whole, the impact of the Vietnam War destroyed
the foreign policy consensus which had underpinned America’s in-
telligence activities abroad. Starting with the disclosures of CIA in-
volvement with the National Student Association of 1967, there were
a series of adverse revelations concerning the activities of the Central
Intelligence Agency and the military intelligence agencies.

Concern over the secret war in Laos, revulsion at the Phoenix pro-
gram which took at least 20,000 lives in South Vietnam, army spying
on U.S. civilians, U.S. “destabilization” efforts in Chile, and finally
the revelations concerning Operation CHAOS and the CTA’s domestic
intelligence role created a climate for a thorough Congressional
Investigation.
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During this same period, the Executive moved to initiate certain
management reforms. Beginning as early as 1968, there were cutbacks
in the scale of the overall intelligence community. These cutbacks
deepened by 1970, both in the size of the overall intelligence budget in
real terms and in the manpower devoted to intelligence activities. CIA
covert activities were sharply reduced with a few notable exceptions
such as Chile. The internal security mission in foreign countries was
dropped. There was a re-emphasis on collecting covert intelligence
on the Soviet Union. Terrorism and narcotics were added to the list
of intelligence requirements for our clandestine espionage services.

In 1971 James Schlesinger, then serving in the Office of Management
and Budget, was asked to do a sweeping analysis of the intelligence
community. That study led to an effort to increase the authority of the
Director of Central Intelligence over the management of the intel-
ligence community. However, President Nixon limited the scope of
reform to that which could be accomplished without legislation.

Congress also took an increased interest in the activities of the in-
telligence community. The role of the CIA in the Watergate affair was
examined in the Senate Watergate Committee’s investigation. At the
close of 1974 a rider, the Hughes-Ryan amendment, was added to the
Foreign Assistance Act which required the President to certify that
covert actions were important to the national interest and directed that
the Congress be fully informed of them. In this connection, the respon-
sibility fo inform the Congress was broadened beyond the traditional
Armed Services and Appropriations Committees of the Congress to in-
clude the Senate Foreign Relations Committee and the House Foreign
Affairs Committee. However, the first real effort of the Congress to
come to grips with the challenge posed to the American democratic
form of government by necessarily secret foreign and military intelli-
gence activities came with the establishment of the Senate Select Com-
mittee on Intelligence in January of 1975. The results of its inquiry
are set forth in the following chapters of this report.

L. Tae Task AHEAD

The American intelligence community has changed markedly from
the early postwar days, yet some of the major prob%erns of that period
persist. The intelligence community is still highly decentralized; the
problem of maintaining careful command and control over risky
secret activities is still great. There is a continuing difficulty in draw-
ing a line between national intelligence activities, which should be
closely supervised by the highest levels of government, and tactical
intelligence, which are the province of the military services and the
departments.

The positive steps undertaken by President Ford in his recent Exe-
cutive Order have not diminished the need for a new statutory frame-
work for American intelligence activities. Only through the legisla-
tive process can the broad political consensus be expressed which is
necessary for the continuing conduct of those intelligence activities
essential to the nation’s security and diplomacy.

Clark M. Clifford, who was one of the authors of the 1947 National
Security Act that established the present legislative framework for
America’s intelligence activities, made these comments in open session
before the Committee:
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As one attempts to analyze the difficulty and hopefully offer
constructive suggestions for improvement, he finds much con-
fusion existing within the system. It is clear that lines of
authority and responsibility have become blurred and indis-
tinct.

The National Security Council under the Act of 1947 is
given the responsibility of directing our country’s intelligence
activities. My experience leads me to believe that this function
has not been effectively performed. . . .

The 1947 law creating the CIA should be substantially
amended and a new law should be written covering intelli-
gence functions. We have had almost thirty years of expe-
rience under the old law and have learned a great deal. T be-
lieve it has served us reasonably well but its defects have be-
come increasingly apparent. A clear, more definitive bill can
be prepared that can accomplish our purposes by creating
clear lines of authority and responsibility and by carefully
restricting certain activities we can hopefully prevent the
abuses of the past.

And Mr. Clifford concluded:

We have a big job to do in this country. Our people are
confused about our national goals and cynical about our in-
stitutions. Qur national spirit seems to have been replaced by
a national malaise. It is my conviction that the efforts of this
committee will assist us in regaining confidence in our nation-
al integrity, and in helping to restore to our nation its repu-
tation in the world for decency, fair dealing, and moral lead-
ership.®

That is the spirit in which the Select Committee sought to pursue
its inquiry and that is the spirit in which the Committee puts forward
the following analysis of the intelligence community and the operation
of its constituent parts.

¢ Clifford, 12/5/75, Hearings, p. 53.



III. THE CONSTITUTIONAL FRAMEWORK FOR
INTELLIGENCE ACTIVITIES

A. Tur Joint RESPONSIBILITIES OF THE LEGISLATIVE AND EXECU-
TIVE BRANCHES—SEPARATION OF PowERrs aND CHECKs AND Bar-
ANCES

While the Constitution contains no provisions expressly allocating
authority for intelligence activity, the Constitution’s provisions re-
garding foreign affairs and national defense are directly relevant.
From the beginning, U.S. foreign intelligence activity ! has been con-
ducted in connection with our foreign relations and national defense.

In these areas, as in all aspects of our Government, the Constitution
provides for a system of checks and balances under the separation of
powers doctrine. In foreign affairs and national defense, Congress and
the President were both given important powers. The Constitution, as
Madison explained in 7'he Federalist, established “a partial mixture of
powers.” 2 Unless the branches of government, Madison said, “be so far
connected and blended as to give each a constitutional control over
the others, the degree of separation which the maxim requires, as
essential to a free government, can never in practice be maintained.” ®
The framers’ underlying purpose, as Justice Brandeis pointed out, was
“to preclude the exercise of arbitrary power.” ¢

This pattern of checks and balances is reflected in the constitutional
provisions with respect to foreign affairs and national defense. In
foreign affairs, the President has the power to make treaties and to
appoint Ambassadors and envoys, but this power is subject to the
“advice and consent” of the Senate.® While the President has the exclu-
sive power to receive ambassadors from foreign states,” the Congress
has important powers of its own in foreign affairs, most notably the
power to regulate foreign commerce and to lay duties.”

* A definition of the term “foreign intelligence activity” is necessary in order
to properly assess the constitutional aspects of foreign intelligence activity. For-
eign intelligence activity is now understood to include secret information gather-
ing and covert action. Covert action is defined by the CIA as secret action designed
to influence events abroad, including the use of political means or varying degrees
of force. The political means can range from the employment of propaganda to
large-scale efforts to finance foreign political parties or groups so as to influence
elections or overthrow governments; covert action involving the use of force
may include U.S. paramilitary operations or the support of military operations
by foreign conventional or unconventional military organizations. (Memoran-
dum from Mitchell Rogovin, Special Counsel to the Director of Central Intel-
ligence, House Select Committee on Intelligence, Hearings, 12/9/75, p. 1730.)

2 The Federalist, No. 47 (J. Madison).

® The Federalist, No. 48 (J. Madison).

* Meyers v. United States, 272 U.S. 52, 292 (1926).

S United States Constitution, Article II, Section 2.

s Ibid., Sec. 8.

7 Ibid., Art. I, Sec. 8.
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In national defense, the President is made Commander-in-Chief,
thereby having the power to command the armed forces, to direct
military operations once Congress has declared war, and to repel
sudden attacks.® Congress, however, has the exclusive power to declare
war, to raise and support the armed forces, to make rules for their
government and regulation, to call forth the militia, to provide for
the common defense, and to make appropriations for all national
defense activities.?

Moreover, under the Necessary and Proper clause, the Constitution
specifies that Congress shall have the power “to make all laws necessary
and proper for carrying into execution’ not only its own powers but
also “all other powers vested by [the] Constitution in the Government
of the United States, or in any Department or Officer thereof.” 1°

This constitutional framework—animated by the checks and bal-
ances concept—makes clear that the Constitution contemplates that
the judgment of both the Congress and the President will be applied
to major decisions in foreign affairs and national defense. The Presi-
dent, the holder of “the executive power,” conducts daily relations
with other nations through the State Department and other agencies.
The Senate, through its “advice and consent” power and through the
work of its appropriate committees participates in foreign affairs.
As Hamilton observed in The Federalist, foreign affairs should not be
left to the “sole disposal” of the President:

The history of human conduct does not warrant that exalted
opinion of human virtue which would make it wise to commit
interests of so delicate and momentous a kind, as those which
concern its intercourse with the rest of the world, to the sole
disposal of a magistrate created and circumstanced as would
be a President of the United States.!

Similarly, in national defense, the constitutional framework is a
“partial mixture of powers,” calling for collaboration between the
executive and the legislative branches. The Congress, through its ex-
clusive power to declare war, alone decides whether the nation shall
move from a state of peace to a state of war. While as Commander-in-
Chief the President commands the armed forces, Congress is empow-
ered “to make rules” for their “government and regulation.” 12

Moreover, in both the foreign affairs and defense fields, while the
President makes executive decisions, the Congress with its exclusive
power over the purse is charged with authority to determine whether,
or to what extent, government activities in these areas shall be
funded. 13

The Constitution, while containing no express authority for the con-
duct of foreign intelligence activity, clearly endowed the Federal
Government (i.e., Congress and the President jointly) with all the
power necessary to conduct the nation’s foreign affairs and national

8 Ibid., Art. IT, Sect. 2.

® Ibid., Sect. 8.

0 rhid.

 The Faderalist. No. 75 (A. Hamilton).
 United Statec Constitution, Article I, Section 8.
8 I'bid., Art. IT, Sect. 8.
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defense and to stand on an equal basis with other sovereign states. 4
Inasmuch as foreign intelligence activity is a part of the conduct of
the United States’ foreign affairs and national defense, as well as part
of the practice of sovereign states, the Federal Government has the
constitutional authority to undertake such activity in accordance with
applicable norms of international law.14

We discuss below the manner in which Congress and the Executive
branch have undertaken to exercise this federal power, and the con-
sistency of their action with the Constitution’s framework and system
of checks and balances.

B. Tur Historicar. PrAcTICE

The National Security Act of 1947¢* was a landmark in the
evolution of United States foreign intelligence. In the 1947 Act,
Congress created the National Security Council and the CIA, giving
both of these entities a statutory charter.

Prior to 1947, Congress, despite its substantial authority in foreign
affairs and national defense, did not legislate directly with respect to
foreign intelligence activity. Under the Necessary and Proper Clause,
and 1its power to make rules and regulations for the Armed Forces,
Congress might have elaborated specific statutes authorizing and regu-
lating the conduct of foreign intelligence. In the absence of such sta-
tutes, Presidents conducted foreign intelligence activity prior to the
1947 National Security Act on their own authority.

In wartime, the President’s power as Commander-in-Chief provided
ample authority for both the secret gathering of information and
covert, action.’® The authority to collect foreign intelligence informa-
tion before 1947 in peacetime can be viewed as implied from the Presi-

* As the Supremie Court has declared, “the United States, in their relation
to foreign countries . . . are invested with the powers which belong to independ-
ent nations. . ..” [Chinese Exclusion Case, 130 U.S. 581, 604 (1889).]

“* There are a number of international agreements which the United States
has entered into which prohibit certain forms of intervention in the domestic
affairs of foreign states. The Nations Charter in Article 2(4) obligates all U.N.
members to ‘refrain in their international relations from the threat or use of
force against the territorial integrity of any state.” The Charter of the Orguniza-
tion of American States (OAS) in Article 18 provides:

“No State or group of States has the right to intervene, directly or indirectly
for any reason whatever, in the internal or external affairs of any other State.
The foregoing principle prohibits not only armed force but also any other form
of interference or attempted threat against the personality of the State or against
its political, economiec, and cultural elements.”

Under the Supremacy Clause of the Constitution (Art. VI, Sec. 2), treaty
obligations of the United States are part of the law of the land. While the
general principles of such treaties have not been spelled out in specific rules of
application, and much depends on the facts of particular cases as well as other
principles of international law (including the right of self-preservation, and
the right to assist states against prior foreign intervention) it is clear that the
norms of international law are relevant in assessing the legal and constitutional
aspects of covert action.

M0 50 U.S.C. 430.

® In Totten v. United States, 92 U.S. 105 (1875), the Supreme Court upheld the
authority of the President to hire, without statutory authority, a secret agent for
intelligence purposes during the Civil War. Authority for wartime covert action
can be implied from the President’s powers as Commander-in-Chief to conduct
military operations in a war declared by Congress. Compare, Totten v. United
States.
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dent’s power to conduct foreign affairs.’® In addition to the more or
less discreet gathering of information by the regular diplomatic serv-
ice, the President sometimes used specially-appointed “executive
agents” to secretly gather information abroad.’” In addition, executive
agents were on occasion given secret political missions that were simi-
lar to modern day political covert action.'® These, however, tended to
be in the form of relatively small-scale responses to particular con-
cerns, rather than the continuous, institutionalized activity that
marked the character of covert action in the period after the passage
of the 1947 National Security Act. There were no precedents for the
peacetime use of covert action involving the use of armed force of the
type conducted after 1947.

1. Foreign Intelligence and the President’s Foreign Affairs Power

Although the Constitution provides that the President “shall ap-
point ambassadors, other public ministers and consuls” only “by and
with the advice and consent of the Senate,” beginning with Washing-
ton Presidents have appointed special envoys to carry out both overt
diplomatic functions and foreign intelligence missions.’* The great
majority of these envoys were sent on overt missions, such as to nego-
tiate treaties or to represent the United States at international con-
ferences. Some, however, were sent in secrecy to carry out the near
equivalent of modern-day intelligence collection and covert political
action. For example, in connection with U.S. territorial designs on
central and western Canada in 1869, President Grant’s Secretary of
State sent a private citizen to that area to investigate and promote
the possibilitv of annexation to the United States.?

Presidential discretion as to the appointment of such executive
agents derived from the President’s assumntion of the conduct of
foreign relations. From the beginning, the President represented the
United States to the world and had exclusive charge of the channels
and processes of communication. The President’s role as “sole organ”
of the nation in dealing with foreign states was recognized bv John
Marhall in 1816 2! and reflected the views expressed in 7'he Federalist

16 Compare, United States v. Butenko. 494 F.2d 593 (3d Cir. 1974) : “Decisions
affecting the United States’ relationship with other sovereign states are more
likely to advance our national interests if the President is apprised of the inten-
tions. capabilities and possible responses of other countries.”

Y Henry Wriston, Exccutive Agents in American Foreign Relations, (1929,
1967).

8 Ibid., pp. 693, et. seq.

® The first such specially-appointed individual was Governeur Morris, sent by
President Washington in 1789 as a “private agent” to Britain to explore the
possibilities for opening normal diplomatic relations. Morris was appointed in
October 1789 because Washington’s Secretary of State, Jefferson, was not vet
functioning. The miscion was not reported to the Congress vntil Februarv 1791,
Henry Wriston. “The Special Envoy,” Foreign Affairs, 38 (1960), pp. 219, 220)

* Wreiston, Egz-cutive Agente in American Foreian Relations, p. 739.

2 Marshall spoke, not as Chief Justice in an opinion of the Supreme Court,
but rather in a statement to the House of Representatives. The House of Rep-
resentatives was engaged in a debate as to whether a dem=nd by the Britich
Government for the extradition of one Robbins was a matter for the courts
or for the President, acting unon an extradition treaty. Marshall argued that
the case involved “a national demand made upon the nation.” Since the Presi-
dent is the “sole organ of the nation in its external relations.” Marshall said.
“of consequence, the demard con only be made upon him.” [10 Annals of Con-
gress 613 (1800), reprintéd in 5 Wheat, Appendix, Note 1, at 26 (U.S. 1820).]
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that the characteristics of the Presidency—unity, secrecy, decision,
dispatch—were especially suited to the conduct of diplomacy.® As a
consequence, historical development saw the President take charge of
the daily conduct of foreign affairs, including the formulation of much
of the nation’s foreign policy. But “sole organ” as to communications
with foreign governments and historical practice did not amount to

“sole disposal” in a constitutional sense over foreign affairs; as Hamil-
ton declared, the Constitution did not grant that degree of power to
the President in foreign affairs.” Moreover, Marshall’s reference to
the President as “sole organ” did not purport to mean that the Presi-
dent was not subject to congressional regulation, should Congress
wish to act. For Marshall, in addition to speaking of the President as
“sole organ,” went on to point out that “Congress, unquestionably, may
prescribe the mode” by which such power to act was to be exercised.*
Congress, with its own constitutional powers in foreign affairs, its
power over the purse, and under the authority contained in the Neces-
sary and Proper Clause, had the option of regulating the practice of
using executive agents on foreign intelligence missions, as well as the
conduct of foreign intelligence activity by other means.”®

2. The Use of Force in Covert Action

Covert action may include the use of armed force. In modern times,
the President’s authorization of the CIA-financed and directed in-
vasion of Cuba at the Bay of Pigs and paramilitary operations in
Laos are examples of this type of covert action:

2 Nor did Marshall intend to say that “sole organ” meant the power of “sole
disposal.” As the eminent constitutional expert Edward S. Corwin wrote,
“Clearly, what Marshall had foremost in mind was simply the President’s role
as instrument of communication with other governments.” (Edward S. Corwin,
Tho President’s Control of Foreign Relations, p. 216.)

2 The Federalist, No. 75 (A. Hamilton).

* Citing Marshall’s expression, the Supreme Court has recognized the Presi-
dent as “sole organ” of communication and negotiation in foreign affairs. [United
States v. Curtiss-Wright Ezport Corp., 299 U.S. 304 (1952).] Although dicta of
Justice Sutherland in the Curtiss-Wright opinion put forward a broad view of
“inherent” Presidential power in foreign affairs, the case and the holding of
the court involved, as Justice Jackson stated in his opinion in the Steel Seizure
case, “not the question of the President’s power to act without congressional au-
thority, but the question of his right to act under and in accord with an Act
of Congress.” [Youngstown Steel & Tube Co. v. Sawyer, 343 U.8. 579, 635-636
(1952) (consurring opinion).]

In Curtiss-Wright a joint resolution of Congress had authorized the Presi-
dent to embargo weapons to countries at war in the Chaco, and imposed eriminal
sanctions for any violation. After President Franklin D. Roosevelt proclaimed
an embargo, the Curtiss-Wright Corporation, indicted for violating the embargo,
challenged the congressional resolution and the President’s proclamation,
claiming Congress had made an improper delegation of legislative power to
the President. Speaking for six justices, Justice Sutherland sustained the in-
djctment, holding only, as Justice Jackson later noted, “that the strict limita-
tlon. upon Congressional delegations of power to the President over internal
affairs does not apply with respect to delegations of power in external affairs.”
(343 U.S. at 636.)

% In 1793. for example, Congress established a procedure for the financing of
sgcret foreign affairs operations. It enacted a statute providing for expenses of
“intercourse or treaty” with foreign nations. The Act required the President to
r:eport all such expenditures, but granted him the power to give a certificate in
lieu of a report for those payments the President deemed should be kept secret.
(Act of February 9, 1973, 1 Stat. 300.
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The executive branch relies in large part on the President’s own
constitutional powers for authority to conduct such covert action.*®
After the failure of the Bay of Pigs operation in 1961, the CIA asked
the Justice Department for an analysis of the legal authority for
covert actions. In its response, the Justice Department’s Office of
Legislative Council stated :

Tt would appear that the executive branch, under the direction
of the President, has been exercising without express statutory
authorization a function which is within the constitutional
powers of the President, and that the CILA was the agent
selected by the President to carry cut these functions.?

The Justice Department memorandum pointed to the President’s
foreign relations power and his responsibility for national security.®
Arguing by analogy from the President’s power as Commander-in-
Chief to conduct a declared war, the memorandum contended that
the President could conduct peacetime covert actions involving armed
force without authority from Congress. The memorandum argued
that there was no limit to the means the President might employ in
exercising his foreign affairs power:

Just as “the power to wage war is the power to wage war
successfully,” so the power of the President to conduct foreign
relations should be deemed to be the power to conduct foreign
relations successfully, by any means necessary to combat the
measures taken by the Communist bloe, including both open
and covert measures.?? [ Emphasis added. ]

In view of the Constitution’s grant of concurrent jurisdiction to the
Congress in foreign affairs and Congress’ exclusive constitutional au-
thority to declare war, there is little to support such an extravagant
claim of Presidential power in peacetime. The case which prompted
the Justice Department’s argument—the invasion of Cuba at the Bay

#In September 1947, the CIA General Counsel expressed the opinion that activ-
ity such as “black propaganda, ranger and commando raids, behind-the-lines sabo-
tage, and support of guerrilla warfare” would constitute “an unwarranted ex-
tension of the functions authorized” by the 1947 Act. (Memorandum from the
CTA General Counsel to Director, 9/25/47.) And, in 1969, the CIA General Coun-
sel wrote that the 1947 Act provided “rather doubtful statutory authority” for
at least those covert actions—such as paramilitary operations—which were not
related to intelligzence gathering. (Memorandum from CIA General Counsel to
Director, 10/30/69.) The Agency’s General Counsel took the position that the
authority for covert action rested on the President’s delegation of his own con-
stitutional authority to CIA through various National Security Council Direc-
tives. (Ibid.) !

# Memorandum, Office of Legislative Counsel, Department of Justice, 1/17/62,
p. 11.

® I'bid., p. 7. The memorandum stated :

“Under modern conditions of ‘cold war,’ the President can properly regard the
conduct of covert activities . . . as necessary to the effective and successful con-
duct of foreign relations and the protection of the national security. When the
United States is attacked from without or within, the President may ‘meet force
with foree” . .. In wagering a worldwide contest to strengthen the free nations and
contain the Communist nations, and thereby to preserve the existence of the
United States, the President should be deemed to have comparable authority to
meet covert activities with covert activities if he deems such action necessary
ang Icnnsistent with our national objectives.”

bid.
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of Pigs—illustrates the serious constitutional questions which arise. In
that operation, the President in effect authorized the CIA to secretly
direct and finance the military invasion of a foreign country. This
action approached, and may have constituted, an act of war. At the
least, it seriously risked placing the United States in a state of war
wis-d-vis Cuba on the sole authority of the President. Absent the threat
of sudden attack or a grave and immediate threat to the security of
the country, only Congress, under the Constitution, has such authority.
As James Madison declared, Congress’ power to declare war includes
the “power of judging the causes of war.” * Madison wrote:

Every just view that can be taken of the subject admonishes
the public of the necessity of a rigid adherence to the simple,
the received, and the fundamental doctrine of the constitution,
that the power to declare war, including the power of judging
the causes of war, is fully and exclusively vested in the legis-
lature. . . .73

This view was also affirmed by Hamilton who, although a principal
exponent of expansive Presidential power, wrote that it is the

exclusive province of Congress, when the nation is at peace, to
change that state into a state of war . .. it belongs to Congress
only, to go to war.??

Nor is there much support in historical practice prior to 1950 for the
use of armed force to achieve foreign policy objectives on the sole
authority of the President. The 1962 Justice Department memorandum
argued that the practice of Presidents in using force to protect Ameri-
can citizens and property abroad was authority for covert action
involving armed force.** Before the post-World War IT era, Presidents
on occasion asserted their own authority to use armed force short of
war, but as the Senate Committee on Foreign Relations noted in 1973,
these operations were for “limited, minor, or essentially non-political
purposes.” As the Foreign Relations Committee stated :

During the course of the nineteenth century it became ac-
cepted practice, if not strict constitutional doctrine, for Presi-
dents acting on their own authority to use the armed forces
for such limited purposes as the suppression of piracy and the
slave trade, for “hot pursuit” of criminals across borders, and
for the protection of American lives and property in places
abroad where local government was not functioning effec-
tively. An informal, operative distinction came to be accepted
between the use of the armed forces for limited, minor or
essentially nonpolitical purposes and the use of the armed
forces for “acts of war” in the sense of large-scale military
operations against sovereign states.®*

That these operations were, as the Committee on Foreign Relations
noted, for “limited, minor, or essentially non-political purposes” is also

:Letters of Helwidius (1793), Madison, Writings, Vol. 6, p. 174 (Hunt ed.).
Ibid.

2 Hamilton, Works, Vol. 8, pp. 249-250 (Lodge ed.)

® Justice Department Memorandum, 1/17/62, p. 2.

# Senate Report No. 220, 93d Cong., 1st Sess. (1973).



38

affirmed by the eminent authority on constitutional law, Edward Cor-
win. Prior to the Korean War, the “vast majority” of such cases,
Corwin wrote, “involved fights with pirates, landings of small naval
contingents on barbarous coasts [to protect American citizens], the
dispatch of small bodies of troops to chase bandits or cattle rustlers
across the Mexican border.” 3

To stretch the President’s foreign relations power so far as to au-
thorize the secret use of armed force against foreign states without
congressional authorization or at least “advice and consent,” appears
to go well beyond the proper scope of the Executive’s power in foreign
affairs under the Constitution. Moreover, where Congress is not in-
formed prior to the initiation of such armed covert action—as it was
not, for example, in the Bay of Pigs operation—the constitutional sys-
tem of checks and balances can be frustrated. Without prior notice,
there can be no effective check on the action of the executive branch.
Once covert actions involving armed force, such as the invasion of
Cuba at the Bay of Pigs or paramilitary operations, are begun, it may
be difficult if not impossible for practical reasons to stop them. In
such circumstances, covert action involving armed intervention in the
affairs of foreign states may be inconsistent with our constitutional
system and its principle of checks and balances.

C. Tur CoxstirvtioNaL Power orF Concress To REGULATE THE
Conpuct oF FoREIGN INTELLIGENCE ACTIVITY

Prior to the 1947 National Security Act, Congress did not seek to
expressly authorize or regulate foreign intelligence activity by statute.

Congress’ decision not to act, however, did not reduce or eliminate its
constitutional power to do so in the future. The Necessary and Proper
Clause and its power to “make rules for the government and regula-
tion” of the armed forces, along with Congress’ general powers in
the fields of foreign affairs and national defense, were always available.

In this light, the question of the legal authority for the conduct of
foreign intelligence activity in the absence of express statutory au-
thorization can be viewed in the manner set forth by Justice Jackson
in the Steel Seizure case. He wrote : :

When the President acts in absence of either a congressional
grant or denial of authority, he can only rely upon his own
independent powers, but there is a zone of twilight in which
he and Congress may have concurrent authority, or in which
its distribution is uncertain. Therefore, congressional inertia,
indifference or quiescence may sometimes, at least as a prac-
tical matter, enable, if not invite, measures on independent
Presidential responsibility.3¢

Foreign intelligence activity. particularly political covert action not
involving the use of force. can be seen as lying in such a “zone of twi-
light” in which both the President and the Congress have concurrent
authority and responsibilities. (As discussed above, the use of covert

®Edward 8. Corwin, “The President’s Power,” in Haight and Johnson, eds.
The President’s Role and Powers, (1965), p. 361.
® Youngstown Co. v. Sawcyer, 343 U.S. 579, 637 (1952) (concurring opinion).
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action involving armed force raises serious constitutional problems
where it is not authorized by statute, particularly if Congress is not
informed.) When Congress does not act, the President may in certain
circumstances exercise authority on the basis of his own constitutional
owers.

P Congress can, however, choose to exercise its legislative authority
to regulate the exercise of that authority. In view of the President’s
own constitutional powers, Congress may not deprive the President of
the function of foreign intelligence. But, as Chief Justice Marshall
stated, Congress can “prescribe the mode” by which the President car-
ries out that function. And the Congress may apply certain limits or
controls upon the President’s discretion.

The Supreme Court has affirmed this constitutional power of Con-
gress. In Little v. Barreme,® Chief Justice Marshall, speaking for the
Court, found the seizure by the U.S. Navy of a ship departing a French
port to be unlawful, even though the Navy acted pursuant to Presiden-
tial order. By prior statute. Congress had authorized the seizure of
ships by the Navy, but limited the types of seizures that could be
made. The President’s orders to the Navy disregarded the limits set
out in the law. If Congress had been silent, Chief Justice Marshall
stated, the President’s authority as Commander-in-Chief might have
been sufficient to permit the seizure. But, Marshall declared, once Con-
gress had “prescribed . . . the manner in which this law shall be carried
into execution,” the President was bound to respect the limitations
imposed by Congress.3®

There have been at least as many conceptions of the range of the
President’s own power as there have been holders of the office of the
President. In the case of foreign intelligence activity, Justice Jack-
son’s statement that “comprehensive and undefined Presidential pow-
ers hold both practical advantages and grave dangers for the coun-
try” *° is particularly relevant, especiallv in view of the tension be-
tween the need for secrecy and the constitutional principle of checks
and balances. Yet, as .Justice Brandeis declared, “checks and balances
were established in order that this should be a government of laws and
not of men.” *

The 1947 National Security Act represented the exercise of Congress’
constitutional power to order the conduct of foreign intelligence ac-
tivity under law. By placing the authority for foreign intelligence
activity on a statutory base. Congress sought to reduce the reliance on
“comprehensive and undefined” Presidential power that had pre-
viously been the principal source of authority. However, the language
of the 1947 Act did not expressly authorize the conduct of covert ac-
tion and, as discussed earlier, Congress apparently did not intend
to grant such authority. As a result, inherent Presidential nower has
continued to serve as the principal source of authority for covert
action.

Congress continued to exercise this constitutional power in sub-
sequent legislation. In the Central Intelligence Act of 1949, Congress

¥ 2 Cranch 170 (1805).

*#2 Cranch 170, 178 (1805).

® Youngstown Co. v. Sarwyer, 343 U.S. 579. 634 (1952) (concurring opinion).
“ Myers v. United States, 272 U.S. 52, 292 (1926) (dissenting opinion).
50 U.S.C. 4032-403j.
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set out the administrative procedures governing CTA activities. The
1949 Act regulated the CIA’s acquisition of material, the hiring of per-
sonnel and its accounting for funds expended.

In 1974, Congress imposed a reporting requirement for the conduct
of certain foreign intelligence activities. In an amendment to the
Foreign Assistance Act,** Congress provided that no funds may be
expended by or on behalf of the CIA for operations abroad “other
than activities intended solely for obtaining necessary intelligence”
unless two conditions were met: a) the President must make a finding
that “each such operation is important to the national security of the
United States”, and b) the President must report “in a timely fashion”
a description of such operation and its scope to congressional
committees.*

In short, the Constitution provides for a system of checks and bal-
ances and interdependent power as between the Congress and the ex-
ecutive branch with respect to foreign intelligence activity. Congress,
with its responsibility for the purse and as the holder of the legisla-
tive power, has the constitutional authority to regulate the conduct
of foreign intelligence activity.

222 U.8.C. 2422.
@ Ibid.



IV. THE PRESIDENT’S OFFICE

Intelligence has been the province of the President. It has informed
his decisions and furthered his purposes. Intelligence information has
been seen as largely belonging to the President, as being his to classify
or declassify, his to withhold or share. The instruments of U.S. intel-
ligence have been the Presidents’ to use and sometimes to abuse.

The President is the only elected official in the chain of command
over the United States intelligence community. It is to him the Con-
stitution and the Congress have granted authority to carry out intelli-
gence activities. It is the President who is ultimately accountable to
the Congress and the American people.

The Committee focused its investigation on the instruments avail-
able to the President to control, direct, and supervise the U.S. intelli-
gence community. As the result of controversy as to whether the intel-
ligence community has been “out of control,” Senate Resolution 21
directed the Committee to determine the “nature and extent of execu-
tive branch oversight of all United States intelligence activities.”

This involves three Presidential instrumentalities:*

—The National Security Council ;

—The Office of Management and Budget;

—The President’s Foreign Intelligence Advisory Board.

The Committee sought to establish whether these mechanisms, as
they have evolved, provide effective control over the entire range of
U.S. intelligence activities. Particular attention was given to the sub-
ject of covert action, in part because it has been a major object of
presidential-level review. In addition, the Committee considered
the adequacy of high-level supervision of espionage, counterintelli-
gence, and the overall management of the U.S. intelligence community.
For the first time in the history of congressional oversight, the Com-
mittee had access to records of the proceedings of the National Secu-
rity Council and its subcommittees. It reviewed the NSC directives
related to intellizence and the files of other agencies’ participation in
the NSC’s intelligence-related activities. The Committee conducted
extensive interviews with current and former White House, NSC, and
cabinet-level officials dealing with intelligence matters. It took sworn
testimony on these issues from a number of them, including the present
Secretary of State. Officials of the Office of Management and Budget
and former members and staff of the President’s Foreign Intelligence
Advisory Board were also interviewed.

This report presents the results of that investigation and the Com-
mittee’s findings with respect to the central question of Presidential
accountability and control of the foreign intelligence activities of the
United States Government.

1 A fourth instrumentality has been established as a result of President Ford’s
February 17, 1976, reorganization of the foreign intelligence community. Execu-
tive Order 11905 created the Intelligence Oversight Board.

(41)
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A. Tur NatioNaL SEcCURITY COUNCIL

1. Overview

The National Security Council was created by the National Security
Act of 1947. According to the Act, the NSC is “to advise the President
with respect to the integration of domestic, foreign, and military poli-
cies relating to national security” and “assess and appraise the objec-
tives, commitments, and risks of the United States in relation to our
actual and potential military power.” Over the years, the principal
functions of the NSC have been in the field of policy formulation and
the coordination and monitoring of overseas operations. Among its
responsibilities, the NSC has provided policy guidance and direction
for United States intelligence activities.

The National Security Council is an extremely flexible instrument.
It has only four statutory members: the President, the Vice President,
and the Secretaries of State and Defense. At the discretion of the
President, others may be added to the list of attendees; NSC subcom-
mittees may be created or abolished, and the NSC staff given great
power or allowed to wither.

Thus, the operation of the NSC has reflected the personal style of
each President. The Council’s role and responsibilities have varied ac-
cording to personalities, changing policies and special circumstances.
Presidents Truman, Kennedy and Johnson found a loose and informal
NSC structure to their liking. Others have set up more formal and
elaborate structures—President Eisenhower’s NSC system is the best
example.? At times, particularly during crises, Presidents have by-
passed the formal NSC mechanisms. President Kennedy set up an
Executive Committee (EXCOM) to deal with the Cuban Missile
Crisis; President Johnson had his Tuesday Lunch group to discuss
Viet Nam and other high level concerns. As a result, over the years the
NSC has undergone major changes, from the elaborate Planning
Board/Operations Coordination Board structure under Eisenhower to
its dismantlement by Kennedy and the creation of a centralized system
of NSC subcommittees under President Nixon and his Assistant
for National Security A ffairs, Dr. Kissinger.

Today, in addition to the four statutory members, the National
Security Council is attended by the Director of Central Intelligence
(DCI) and the Chairman of the Joint Chiefs of Staff as advisers.
From time to time, others, such as the Director of the Arms Control
and Disarmament Agency, also attend.

Prior to President Ford’s reorganization, the NSC was served by
seven principal committees: the Senior Review Group, the Under
Secretary’s Committee, the Verification Panel, the Washington Spe-
cial Actions Group (WSAG), the Defense Program Review Commit-
tee, the 40 Committee, and the National Security Council Intelligence

3 For a full treatment of the evolution of the National Security Council and its
place within the national security decisionmaking process, see Keith Clark and
Laurence Legere, The President and the Management of National Security
(1969) ; Stanley Falk and Theodore Bauer, National Security Management: The
National Security Structure (1972) ; and Inquiries of the Subcommittee on Na-
tional Policy Machinerv for the Senate Committee on Government Operations,
Organizing for National Security (1961).
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Committee (NSCIC).? The latter two committees had direct intelli-
gence responsibilities, The 40 Committee has now been replaced by the
Operations Advisory Group. No successor for NSCIC has been des-
ignated. The current NSC structure is shown below.

NATIONAL SECURITY COUNCIL

@ President o Vice President o Secretary of State e Secretary of Defense
® Chairman, Joint Chiefs of Staff e Director of Central vlnxel_lige'nce
gterioue A o e o o Nsc st
| 1 | 1
”Noi?);fvﬁ?ﬂ:m“ SENIOR REVIEW GROUP COMTL'TLELEL?GNE:?:SE'G" VERIFICATION PANEL
* Dep S of State IChmn} - Asst to Pres for Nat't + OC (Chma} « Asst 1o Pras tor Nat')
© Agst 10 Pros tor Hot'l Sec Affairs {Chain) + Asst to Pres for Nat' Sec Affairs (Chinn}
Sec Affaus + Dep Sec of State Sec AHairs « Dep Sec of State
+ Dep S of Detonse « Dep Sec of Defense -+ Dep Sec of Defense » Depr Sec vt Defense
«Chawman, JCS « Chairman, JCS (Inuthgence) + Chawrman, JC5
-0Ct - pCl * Drvctor, ACDA
«DCI
DEFENSE[ROGRAM WASHINGTON SPECIAL GPERATIONS ADVISORY
REVIEW COMMITTEE ACTIONS GROUP GROuP
« Asst to Pres for Nar'i « Asst 1o Pees for Nat't « Asst 1o Pras for Nat')
Sec Aftairs (Chany Sec Attairs {Chenn) Sec Aftairs
« Dep: Sec of State = Dep Sec of State = Sec of State
*Dep Sec of Defense + Dep Sec of Defense « Sec of Defense
«Chairman, JCS * Chairman, JCS -ocl
+ Chairman, Councit of +DCI + Chairman, JCS
Econ Advisors « Attorney Gensral
< Director, OMB {observer)
«DCt » Director, OMB
{obsecver}

Each of the current NSC subcommittees are “consumers” of the
intelligence community product. The DCI sits on all of them. In most
cases, the DCI briefs the subcommittees and the full NSC before
agenda items are considered. CIA representatives sit on working and
ad hoc groups of the various subcommittees. The CIA’s Area Division
Chiefs are the Agency’s representatives on the NSC Interdepartmental
Groups (IGs).* In all of these meetings there is a constant give and
take. Policymakers are briefed on current intelligence and they; in
turn, levy intelligence priorities on the CIA’s representatives.

2The Senior Review Group, under the direction of the President’s As-
sistant for National Security Affairs defines NSC issues; determines whether
alternatives, costs, and consequences have been fully considered; and forwards
recommendations to the full Council and/or the President. The Under Secretaries
Committee seeks to ensure effective implementation of NSC decisions. The Veri-
fication Panel monitors arms control agreements and advises on SALT and
MBFR negotiations. WASG coordinates activities during times of crises, such as
the Middle East and Southeast Asia. The Defense Program Review Committee,
now nearly defunct, assesses the political, military and economic implications of
defense policies and programs. -

4 NSC Interdepartmental Groups (IGs) are made up of representatives from
State, Defense, CIA, the Joint Chiefs of Staff and the National Security Council.
IGs are chaired by the State representative, an Assistant Secretary, and they
prepare working papers for the Senior Review Group.
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2. The NSC and Intelligence

The 1947 National Security Act established the CIA as well as the
NSC. The Act provided that the CIA was “established under the
National Security Council” and was to carry out its prescribed func-
tions “under the direction of the National Security Council.” Five
broad functions were assigned to the CIA :

(1) to adwise the National Security Council in matters
concerning such intelligence activities of the Government de-
partments and agencies as relate to national security.

(2) to make recommendations to the National Security
Council for the coordination of such intelligence activities of
the departments and agencies of the Government as relate
to the national security ;

(3) to correlate and evaluate intelligence relating to the
national security, and provide for the appropriate dissemina-
tion of such intelligence within the Government using where
appropriate existing agencies and facilities.

(4) to perform, for the benefit of the existing intelligence
agencies, such additional services of common concern as the
National Security Council determines can be more efficiently
accomplished centrally.

(5) to perform such other functions and duties related to
intelligence affecting the national security as the National
Security Council may from time to time direct.

The Director of Central Intelligence is responsible for seeing that
these functions are performed, and is to serve as the President’s
principal foreign intelligence officer.

The NSC sets overall policy for the intelligence community. It does
not, however, involve itself in day-to-day management activities. The
task of coordinating intelligence community activities has been dele-
gated to the DCI, who, until President Ford’s reorganization, sought
to accomplish it through the United States Intelligence Board
(USIB). USIB was served by 15 inter-agency committees and a vari-
ety of ad hoc groups. It provided guidance to the intelligence commu-
nity on requirements and priorities, coordinated community activities
and issued, through the DCI, National Intelligence Estimates (NIEs).
The DCI was also assisted by the Intelligence Resources Advisory
Comgmittee (IRAC). IRAC assisted the DCI in the preparation of
a consolidated intelligence budget and sought to assure that intelligence
resources were being used efficiently.

As a result of President Ford’s Executive Order, management of the
intelligence community will now be vested in the Committee on Foreign
Intelligence (CFI). USIB and IRAC are abolished. Membership on
the new committee will include the DCI, as Chairman, the Deputy
Secretary of Defense for Intelligence and the Deputy Assistant to
the President for National Security Affairs. Staff support will
be provided by the DCI’s Intelligence Community (IC) staff. The new
committee will report directly to the NSC.

The CFI will have far-ranging responsibilities. It will oversee the
budget and resources, as well as establish management policies, for the
CIA, the National Security Agency, the Defense Intelligence Agency,
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and United States reconnaissance programs. Further, it will establish
policy priorities for the collection and production of national intel-
ligence. The DCI will be responsible for producing national intelli-
gence, including NIEs. To assist him in this task, the DCI will set up
whatever boards and committees (similar to the now defunct USIB)
are necessary.

The President’s Executive Order also directed the NSC to review,
on a semi-annual basis, certain foreign intelligence activities. Prepared
by the President’s Assistant for National Security Affairs, these re-
views will focus on the quality, scope and timeliness of the intelligence
product; the responsiveness of the intelligence community to policy-
makers’ needs; the allocation of intelligence collection resources; and
the continued appropriateness of ongoing covert operations and sensi-
tive intelligence collection missions.

One of the functions the NSC has assigned to the CIA is the con-
duct of foreign covert operations. These operations began in 1948 and
have continued to the present, uninterrupted. Authority to conduct
covert operations has usually been ascribed to the “such other functions
and duttes” provision of the 1947 Act.’

The N'SC uses National Security Council Intelligence Directives
(NSCIDs) to set policy for the CTA and the intelligence community.
NSCIDs are broad delegations of responsibility, issued under the au-
thority of the 1947 Act.® They may assign duties not explicitly stated
in the 1947 Act to the CIA or other intelligence departments or agen-
cies. NSCIDs, sometimes referred to by critics as the intelligence com-
munity’s “secret charter,” are executive directives and, therefore, not
subject to congressional review. Until recently, Congress has not seen
the various NSCIDs issued by the NSC.

3. Owerview: [0 Committee and NSCIC

Prior to President Ford’s reorganization, two NSC committees, the
40 Committee and the National Securitv Council Intelligence Com-
mittee, had special intelligence duties. Their functions and respon-
sibilities will be discussed in turn.

Throughout its history, the 40 Committee and its direct predeces-
sors—the 308 Committee, the 5412 or Special Group, the 10/5 and 10/2
Panels—have been charged by various NSC directives with exercising
political control over foreign covert operations.” Now this task will
be the responsibility of the Operations Advisory Group. The Com-
mittees have considered the objectives of any proposed activity,

*Three possible legal bases for covert operations are most often cited: the
National Security Act of 1947, the “inherent powers” of the President in foreign
affairs and as Commander-in-Chief. and the Foreign Assistance Act of 1974. Con-
gressional acquiescence and ratification through the avpropriations process is a
fourth possibility. See Avpendix I of this report for a full discussion.

¢ For example, NSCIDs are used to spell out the duties and responsibilities of
the DCI, the coordination of covert intelligence collection activities, and the pro-
duction and dissemination of the intelligence community product.

7 Covert operations encompass a wide range of programs. These include politi-
cal and propaganda programs designed to influence or support foreign political
parties, groups. and specific political and military leaders; economic action pro-
grams ; paramilitary operations: and some counterinsurgency programs. Human
intelligence collection, or spying. and counterespionage programs are not included
under the rubric of covert operations.
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whether the activity would accomplish those aims, how likely it would
be to succeed, and in general whether the activity would be in the
American interest. In addition, the Committees have attempted to
insure that covert operations were framed in such a way that they
later could be “disavowed” or “plausibly denied” by the United States
Government. President Ford’s Executive Order included the con-
cept of “plausible denial.” Using the euphemism “special activities”
to describe covert operations, the Order stated :

Special activities in support of national foreign policy ob-
jectives [are those] activities . . . designed to further of-
ficial United States programs and policies abroad which
are planned and executed so that the role of the United States
Government is not apparent or publicly acknowledged.’

The concept of “plausible denial” is intended not only to hide the
hand of the United States Government, but to protect the President
from the embarrassment of a “blown” covert operation. In the words
of former CIA Director Richard Helms:

.. . [the] Special Group was the mechanism ...set up ...

to use as a circuit-breaker so that these things did not ex-

plode in the President’s face and so that he was not held re-

sponsible for them.™

In the past, it appears that one means of protecting the President

from embarrassment was not to tell him about certain covert opera-
tions, at least formally. According to Bromley Smith, an official who
served on the National Security Council staff from 1958 to 1969, the
concept of “plausible denial” was taken in an almost literal sense:
“The government was authorized to do certain things that the Presi-
dent was not advised of.” ™ According to Secretary of State Kissinger,
however, this practice was not followed during the Nixon Administra-
tion and he doubted it ever was. In an exchange with a member of
the ﬁIouse Select Committee on Intelligence, Secretary Kissinger
stated :

Mr. KasteEn. Mr. Secretary, you said that the President
personally, directly approved all of the covert operations dur-
ing that period of time [1972 to 1974] and, in your knowl-
edge, during all periods of time. Is that correct ?

Secretary Kissineer. I can say with certainty during the
period of time that I have been in Washington and to my al-
most certain knowledge at every period of time, yes.®

Four senior officials who deal almost exclusively with foreign affairs
have been central to each of the sequence of committees charged with
considering covert operations: The President’s Assistant for National
Security Affairs, the Deputy Secretary of Defense, the Under Secre-
tary of State for Political Affairs (formerly the Deputy Under Secre-
tary), and the Director of Central Intelligence. These four officials,
plus the Chairman of the Joint Chiefs of Staff, made up the 40 Com-

2 Executive Order No. 11905, 2/18/76.

" Richard Helms testimony, 6/13/75, pp. 28-29.

¢ Staff snummary of Bromley Smith interview, 5/5/75.

®Henry Kissinger testimony, House Select Committee on Intelligence, Hear-
ings, 10/31/75, p. 3341.
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mittee. At certain times the Attorney General also sat on the Commit-
tee. President Ford’s reorganization will significantlv alter this mem-
bership. The new Operations Advisory Group will consist of the
President’s Assistant for National Security Affairs, the Secretaries of
State and Defense, the Chairman of the JCS, and the DCI. The
Attorney General and the Director of OMB will attend mestings as
observers. The Chairman of the Group will be designated by the
President. Staff support will be provided by the NSC staff.

The formal composition of the Operations Group breaks with
tradition. The Secretaries of State and Defense will now be part of
the approval process for covert operations, rather than the Under
Secretary of State for Political Affairs and Deputy Secretary of
Defense. The Operations Advisory Group appears to be, therefore, an
up-graded 40 Committee. Whether this proves to be the case remains to
be seen. President Ford’s Executive Order contained a provision,
Section 3(c) (3), which allows Group members to send a “designated
representative” to meetings in “unusual circumstances.”

The National Security Council Intelligence Committee (NSCIC)
was established in November 1971 as part of a far-reaching reorgani-
zation of the intelligence community ordered by President Nixon.’
The Presidential directive stated :

The Committee will give direction and guidance on national
intelligence needs and provide for a continuing evaluation of
intelligence products from the viewpoint of the intelligence
user.

_ One reason cited for creating NSCIC was a desire to make the
intelligence community more responsive to the needs of policy makers.
According to a news reportat the time:

“The President and Henry [Kissinger] have felt that the
intelligence we were collectine wasn’t alwavs responsive to
their needs,” said one source. “They suspected that one reason
was because the intelligence community had no way of know-
ing day to day what the President and Kissinger needed.
This is a new link between producers and consumers. We’ll
have to wait and see if it works.” 10

Prior to NSCIC no formal structure existed for addressing the
major questions concerning intelligence priorities rather than specific
operations: Do “producers” in the intelligence community perform
analyses which are useful to “consumers”—the policymakers at var-
ious levels of government; are intelligence resources allocated wisely

°For over a year, the intelligence community had been under study by the
Office of Management and Budget, then headed by James Schlesinger. In addi-
tion to NSCIC, the President’s reorganization included an enhanced leadership
role for the DCI, the establishment of a Net Assessment Group within the
NSC 'staff, the creation of an Intellicence Re<ources Advisory Committee
(IRAC), and a reconstitution of the United States Intelligence Board (USIB).
‘The Net Assessment Group was headed by a senior NSC staff member and was
responsible for reviewing and evaluating all intelligence products and for
producing net assessments. When James Schlesinger was nimed Secretary of
Defense in June, 1973, the NSC Net Assessment Group was abolished. Its staff
member joined Schlesinger at the Defense Department and set up a similar office.

* “Helms Told to Cut Global Expenses,” New York Times, 11/7/71, p. 55.
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among agencies and types of collection? NSCIC was a structural re-
sponse to these issues as well as part of the general tendency at that
time to centralize a greater measure of control in the White House for
national security affairs.

NSCIC’s mission was to give direction and policy guidance to the
intelligence community. It was not, and was not intended to be, a chan-
nel for transmitting substantive intelligence from the intelligence
community to policymakers nor for levying specific requirements in
the opposite direction. Neither was NSCIC involved in the process of
allocating intelligence resources. Its membership included the Assist-
ant to the President for National Security Affairs, who chaired the
Committee, the DCI, the Deputy Secretaries of State and Defense,
the Chairman of the JCS, and the Under Secretary of the Treasury
for Monetary Affairs.

NSCIC was abolished by Executive Order 11905. No successor body
was created. The task of providing policy guidance and direction to
the intelligence community now falls to the Committee on Foreign
Intelligence. According to the President’s Executive Order, the CF1
will “establish policy priorities for the collection and production of
national intelligence.” In addition, the full NSC is now required to
conduct policy reviews twice a year on the quality, scope and timeliness
of intelligence and on the responsiveness of the intelligence commu-
nity to the needs of policymakers.

B. AvutHorizatioN AND CoNTrROL OF COVERT ACTIVITIES

1. The NSC and Covert Activities: History

President Ford’s Operations Advisory Group is the most recent in a
long line of executive committees set up to oversee CIA covert activi-
ties. These committees and CIA covert activities can be traced back to
NS?—él—A, a National Security Council directive issued in December
1947.

In 1947 the United States was engaged in a new struggle, the Cold
War. To resist Communist-backed civil war in Greece, the Truman
Doctrine was proclaimed. The Marshall Plan was about to begin.
Within three years China would “fall,” the Korean War would begin,
and the Soviet Union would acquire an atomic capability. The Cold
War was being fought on two fronts—one overt, the other covert.
The Soviet clandestine services, then known as the NKVD (now the
KGB), were engaged in espionage and subversive activities through-
out the world. France and Italy were beleaguered by a wave of Com-
munist-inspired strikes. In February 1948, the Communists staged a
successful coup in Czechoslovakia. The Philippines government was
under attack by the Hukbalahaps, a Communist-led guerrilla group.
In that climate, and in response to it, a broad range of United States
covert activities were begun. They were intended to supplement not
replace, overt U.S. activities, such as the Marshall Plan.

In December 1947, the Department of State advised the National
Security Council that covert operations mounted by the Soviet Union
threatened the defeat of American objectives and recommended that
the United States supplement its own overt foreign policy activities
with covert operations. At the Council’s first meeting, on December 19,
1947, it approved NSC—4, entitled “Coordination of Foreign Intelli-

I
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gence Information Measures.” This directive empowered the Secretary
of State to coordinate overseas information activities designed to
counter communism. A top secret annex to NSC4—NSC—4-A—in-
structed the Director of Central Intelligence to undertake covert psy-
chological activities in pursuit of the aims set forth in NSC-4. The
initial authority given the CIA for covert operations under NSC—4-A
did not establish formal procedures for either coordinating or approv-
ing these operations. It simply directed the DCI to undertake covert
action and to ensure, through liaison with State and Defense, that
the resulting operations were consistent with American policy. In
1948, an independent CIA office—the Office of Policy Coordination
(OPC)—was established to carry out the covert mission assigned by
the NSC. NSC4-A was the President’s first formal authorization
for covert operations in the postwar period,'* and it was used to un-
dertake covert attempts to influence the outcome of the 1948 Italian
national elections.

Over the next seven years, from June 1948 to March 1955, a series
of National Security Council directives was issued. Each was ad-
dressed, in part, to the review and control of CIA covert activities.
NSC 10/2 superseded NSC—4-A on June 18, 1948, and a “10/2 Panel,”
the first predecessor of today’s Operations Advisory Group, was es-
tablished. The panel was to review, but not approve, covert action
proposals. The 1948 directive was superseded by NSC 10/5 on Octo-
ber 23, 1951. This directive authorized an expansion of world-wide
covert operations ** and altered policy coordination procedures.?®

Throughout this period, NSC directives provided for consultation
with representatives of State and Defense, but these representatives
had no approval function. There was no formal procedure or com-
mittee to consider and approve projects. Nor was a representative of
the President consulted. From 1949 to 1952, the DCI-approved CIA
covert action projects on his own authority;* from 1953 to March
1955 the DCI coordinated -project approvals with the Psychological

“ Covert operations were carried out by the Office of Strategic Services (0SS)
during the Second World War. OSS was disbanded on October 1, 1945, Three
months later, on January 22, 1946, President Truman issued an Executive Order
creating the Central Intelligenceé Group (CIG). CIG was the direct predecessor
of the CIA. It operated under an executive council, the National Intelligence
Agency (NIA). Although a psychological warfare capability existed within
CIG, it did not engage in any covert operations during its existence. CIG and
NIA were dissolved with the passage of the 1947 National Security Act.

“Prior to this time CIA covert operations were largely confined to psycho-
logical warfare, and almost all were media-related. These activities included the
use of false publications, “black” radio, and subsidies to publications. With the
issuance of NSC 10/2, three other categories of covert activity were added to
the psychological warfare mission: political warfare, economic warfare and
preventive direct action (e.g, support for guerrillas, sabotage and front
organizations).

At this same time, the Office of Policy Coordination (OPC) was merged
with the CIA’s Office of Special Operations which was responsible for espionage.
The CIA’s Clandestine Service was now in place.

“The DCI did, however, undertake external coordination of covert action
programs. Under NSC 10/2, the executive coordination group—the 10/2 Panel—
met regularly with the CIA’s Assistant Director for Policy Coordination to plan
%’nd review covert action programs. This procedure continued under the 10/5

anel.
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Strategy Board or the Operations Coordination Board.!® Certain
covert activities were brought to the President’s attention at the DCI’s
initiative.

By the mid-1950s covert action operations were no longer an ad hoc
response to specific threats. They had become an institutional part of
the “protracted conflict” with the Soviet Union and Communism. In
September 1954, a Top Secret report on CIA covert activities, prepared
in connection with the second Hoover Commission, was submitted to
President Eisenhower. The introduction to that report is enlightening
for what it said about how covert operations were viewed at that time,
as well as the rationale for them.

As long as it remains national policy, another important
requirement is an aggressive covert psychological, political
and paramilitary organization more effective, more unique,
and 1f necessary, more ruthless than that employed by the
enemy. No one should be permitted to stand in the way of the
prompt, efficient, and secure accomplishment of this mission.

It 1s now clear that we are facing an implacable enemy
whose avowed objective is world domination by whatever
means and at whatever cost. There are no rules in such a game.
Hitherto acceptable norms of human conduct do not apply.
If the U.S. is to survive, longstanding American concepts of
“fair play” must be reconsidered. We must develop effective
espionage and counterespionage services and must learn to
subvert, sabotage, and destroy our enemies by more clever,
more sophisticated, and more effective methods than those
used against us. It may become necessary that the American
people be made acquainted with, understand and support this
fundamentally repugnant philosophy.

Two significant NSC directives on covert activities were issued in
1955. The first, NSC 5412/1, made the Planning and Coordination
Group (PCG), an OCB committee, the normal channel for policy
approval of covert operations.’* Approval by an executive committee
was now the rule. The second NSC directive was issued later in
1955 and remained in force until NSDM 40, which created the 40
Committee, was issued in February, 1970. Because of the significance
of this second directive—it covered policy objectives as well asapproval
and control procedures—and the fact that it stood as U.S. policy for
fifteen years, it deserves detailed consideration. -

The directive reiterated previous NSC statements that the overt

* The Psychological Strategy Board (PSB), an NSC subcommittee estab-
lised April 4, 1951, was charged with determining the “desirability and feasi-
bility” of proposed covert programs and major covert projects. A new and
expanded “10/5 Panel” was established. comprising the members from the earlier
10/2 Panel, but adding staff representation of the PSB. The 10/5 Panel func-
tioned much as the 10/2 Panel had, but the resulting procedures proved cumber-
some and potentially insecure. Accordingly, when the PSB was replaced by
the Operations Coordinating Board (OCB) on September 2, 1953, coordination
of covert operations reverted to a smaller group identical to the former 10/2
Panel, without OCB staff participation. In March 1954, NSC 5412 was issued.
It required the DCI to consult with the OCB.

¥ NSC 5412/1 was issued March 12, 1955. That same month the DCI briefed
the PCG on all CIA covert operations previously approved under NSC—4-A, 10/2,
10/5, and 5412.
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foreign activities of the U.S. Government should be supplemented by
covert operations.” It stated, in part, that the CIA was authorized to:

—Create and exploit problems for International Com-
munism.

—Discredit International Communism, and reduce the
strength of its parties and organization.

—Reduce International Communist control over any areas
of the world.

—Strengthen the orientation toward the United States of
the nations of the free world, accentuate, wherever possible,
the identity of interest between such nations and the United
States as well as favoring, where appropriate, those groups
genuinely advocating or believing in the advancement of such
mutual interests, and increase the capacity and will of such
peoples and nations to resist International Communism.

—In accordance with established policies, and to the extent
practicable in areas dominated or threatened by International
Communism, develop underground resistance and facilitate
covert and guerrilla operations. . . .

The directive dealt with means as well as ends:

—Specifically, such [covert action] operations shall include
any covert activities related to: propaganda, political action,
economic warfare, preventive direct action, including sabo-
tage, anti-sabotage, demolition, escape and evasion and evac-
uation measures; subversion against hostile states or groups
including assistance to underground resistance movements,
guerrillas and refugee liberation groups; support of indige-
nous and anti-communist elements in threatened countries of
the free world; deception plans and operations and all com-
patible activities necessary to accomplish the foregoing.

Control and approval procedures were significantly altered by this
directive. The OCB’s functions were transferred to “designated repre-
sentatives” of the Secretaries of State and Defense and the President.
This was the first time a “designated representative” of the President
had been brought into the approval, or consultative, process. The
Special Group, as this committee came to be known, was charged with
xéefnl'&ewing and approving covert action programs initiated by the

17

Even under the new directive, criteria governing the submission
gf ﬁ(;“:frt action projects to the Special Group were never clearly

efined.

As a 1967 CIA memorandum stated:

The procedures to be followed in determining which CA
[covert action] operations required approval by the Special

¥ Coordination procedures were slightly modified on March 26, 1957. The
Secretary of State was given sole approval authority for particularly sensitive
projects that did not have military implications. Further, the CIA was now
required to keep the Departments of State and Defense advised on the progress
in implementing all approved covert action programs.
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Group or by the Department of State and other arms of the
U.S. Government were, during the period 1955 to March 1963,
somewhat cloudy, and thus can probably best be described as
having been based on value judgments by the DCI.

In the beginning, meetings of the Special Group were infrequent.
This may be explained, in part, by the special relationship that
existed among CLA Director Allen Dulles, his brother John Foster
Dulles who was Secretary of State, and President Eisenhower. Early
in 1959, regular weekly meetings of the Special Group were instituted,
with one result that criteria for submission of projects to the Group
were, in practice, considerably broadened. It was not until March 1963,
however, that criteria for submission to the Special Group became
more formal and precise. These submission criteria are the same as
exist today. (See page 53.)

One other development during this period deserves mention. After
a shoot-down of an American RB 47 aircraft in the Baltic region in
June 1959, the Special Group adopted a new attitude toward recon-
naissance in sensitive cases. They decided that review required for
these missions had previously been inadequate, and established review
on a routine basis. The Joint Chiefs of Staff set up a Joint Recon-
naissance Center (JRC) to present monthly peripheral reconnaissance
programs to the Special Group. The new procedures did not prevent
the U~2 incident in 1960.

With the inauguration of President Kennedy in January 1961,
Special Group meetings were transferred to the White House under
the chairmanship of the President’s Special Assistant for National
Security Affairs, McGeorge Bundy. For a brief period, General Max-
well Taylor, President Kennedy’s military adviser, chaired the group,
but this role was again assumed by Bundy when Taylor became Chair-
man of the JCS. Prior to 1961, the State Department member of the
Special Group had been the “informal” chairman.

“As a result of the failure of the Bay of Pigs, control procedures
for covert operations were tightened. The Special Group continued
its once-a-week meeting format and President Kennedy was informed
more frequently of covert action proposals. At the same time, however,
the control mechanism for approving and monitoring covert operations
was fragmented. In addition to the Special Group, two new executive
bodies were created—the Special Group on Counter Insurgency (CI)
and the Special Group (Augmented).

On January 18, 1963, NSAM 124 was issued. This directive estab-
lished the Special Group (CI) to help insure effective interagency
programs designed to prevent and resist insurgency in specified critical
areas, such as Laos. Paramilitary operations were a central focus of
this new group. NSAM 124 did not, however, supersede previous NSC
directives on covert operations. Nevertheless, a certain number of
operations that might have earlier been referred to the Special Group
went to the Special Group (CI). General Maxwell Taylor chaired
this group and McGeorge Bundy and Robert Kennedy served on it,
among others.

In 1962 a third NSC subcommittee was established, the Special
Group (Augmented). Its purpose was to oversee Operation MON-
GOOSE, a major new CIA covert action program designed to over-
throw Fidel Castro. Its membership included, in addition to the regu-
lar Special Group members, Attorney General Kennedy and General
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Taylor. Secretary of State Rusk and Secretary of Defense McNamara
occasionally attended meetings. ) .
During the Johnson Administration, the Special Group, which was
renamed the 303 Committee,’® continued to be chaired by the Presi-
dent’s Assistant for National Security Affairs, first McGeorge Bundy,
and, after 1966, Walt Rostow. The most important regular, high-level
meeting in the national security process during the Johnson years
was, however, the Tuesday Lunch group. The Tuesday Lunch began
-as an informal meeting of President Johnson, Secretary of State Rusk,
Secretary of Defense McNamara, and Bundy. Gradually, the meetings
became a regular occasion and participation was enlarged to include
the President’s press secretary, the Director of Central Intelligence,
and the Chairman of the JCS. The agenda of the Tuesday Lunch was
devoted primarily to operational decisions—mostly on Vietnam. Al-
though the Tuesday Lunch was not meant to substitute for the 303
Committee, it probably did consider important matters involving
covert operations directed at North Vietnam.

2. The j0 Committee and current procedures

On February 17, 1970, NSDM 40 was issued. It created the 40 Com-
mittee. The directive superseded and rescinded past NSC covert ac-
tion directives. It discussed both policy and procedure. With regard
to policy, NSDM 40 stated that it was essential to the defense and
security of the United States and its efforts for world peace that the
overt foreign activities of the United States Government continue to
be supplemented by covert action operations.

NSDM 40 assigned the DCI responsibility for coordinating and
controlling covert operations. The Director was instructed to plan and
conduct covert operations in a manner consistent with United States
foreign and military policies and to consult with and obtain appro-
priate coordination from any other interested agencies or officers on
a need-to-know basis.

The directive also spelled out the role of the 40 Committee. It stated
that the DCI was resnonsible for obtaining policy approval for all
major and/or politically sensitive covert action programs through the
40 Committee. In addition, NSDM 40 continued the Committee’s
responsibility for reviewing and apnroving overhead reconnaissance
missions, a resnonsibility first acquired in 1959.

A new provision, not found in previous NSC directives, required the
Committee to annually review covert onerations nrevionslv approved,
and made the I)CI responsible for insuring that the review took place.

Guidelines for the snbmission of covert action pronosals to the 40
Committee were spelled ont in an internal CIA directive.2’ The Direc-
tor of Central Intelligence decided whether an operational program

8 For a detailed account of the workings of the Special Group (Augmented),
see the Committee’s Interim Report on “Alleged Assassination Plots Involving
Foreign Leaders.” pn. 139-148.

»In June 1964 NSAM 303 was issued. NSAM 303 left the composition. fune-
tions, and responsibilities of the Special Group unchanged. The effect of this
directive was. quite simply, to change the name of the Special Group to the 303
Committee. The purpose of NSAM 303 was just as simple—the name of the
Specin! Group had become public as a result of the publication of the book The
Invisible Government and, therefore, it was felt that the name of the covert
action aporoval committee should be changed.

® This dirvective will, at least initially, continue in effect for the new Operations
Advisory Group.
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or activity should be submitted to the 40 Committee for policy ap-
proval. The paramount consideration was political sensitivity, but it
was also significant if a program involved large sums of money. In
the past, a “large” project was one costing over $25,000, but this guide-
line seems less clear today. As a general rule, the following types of
programs or activities required 40 Committee action: political and
propaganda action programs involving direct or indirect action to
influence or support political parties, groups or specific political or
military leaders (this included governmental and opposition ele- .
ments) ; economic action programs; paramilitary programs; and coun-
terinsurgency programs where CIA involvement is other than the
support and improvement of the intelligence collection capabilities of
the local services.

The internal CIA directive also stated that before proposals were
presented to the DCI for submission to the 40 Committee, they should
be coordinated with the Department of State. Further, paramilitary
action programs should be coordinated with the Department of De-
fense, and, ordinarily, concurrence by the Ambassador to the country
concerned would be required. [Emphasis added.]

“Should” and “ordinarily” were underscored for an important rea-
son: major covert action proposals are not always coordinated among
the various departments. Nor, for that matter, were they always dis-
cussed or approved by the 40 Committee. For example, the CIA’s 1970
effort to promote a military coup d’etat in Chile, undertaken at the
instruction of President Nixon, was never brought before the 40 Com-
mittee.

After a proposal was approved by the DCI, it was distributed in
memorandum form to the 40 Committee principals.”* Except in emer-
gencies, distribution to the principals was to occur at least 72 hours in
advance of a meeting. Normally, the written proposal, as contained in
the 40 Committee memorandum, was formally considered following
an oral presentation by the CIA. This presentation was usually given
by the Agency Division Chief having action responsibility. In addi-
tion to the principals, participants at 40 Committee meetings included,
on occasion, the CTA’s Deputy Director for Operations, a representa-
tive from the State Department’s Bureau of Intelligence and Re-
search, and the Assistant Secretary of State for the region involved.

The 40 Committee could approve, modify, or reject any covert action
proposal. Proposals involving continuing action—for example, a sub-
sidy to a political group—were normally approved for a fixed period,
one vear or less, at the end of which the project was again reviewed by
the Committee and either continued or eliminated. Reconnaissance
programs were rarely dealt with at these meetings. They were usually
cleared bv telenhone vote rather than at a formal meeting.

Prior to 1969 it does not appear that all 40 Committee approvals
were routinely referred to the President. The President would become
involved, formally, only if there was disagreement within the Com-
mittee, or if the Chairman or another member thought a proposal was

2 The memorandum described the proposal in summary form: what it was
expected to accomplish, its cost and the availability of funds, whether there were
alternative means for achieving the objectives sought, the risks involved, and
the possible consequences of disclosure.
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sufficiently important, or sensitive, to warrant the President’s attention.
However, as a result of the Hughes-Ryan Amendment to the 1974
Foreign Assistance Act, the President is notified once a covert action
proposal has been approved by his.executive committee. The Presi-
dent is then required to certify to Congress that the approved covert
action proposal is “important to the national security interests of the
United States.” The DCT then informs the Congress of this “Presiden-
tial Finding” in a “timely manner.” In practice, informing Congress
means notifying six different committees—the Senate and House Com-
mittees on Armed Services, Foreign Relations and Appropriations.?
The DCI does not, however, feel obligated to inform the six commit-
tees of approved covert action operations prior to their implementa-
tion, although in some cases he has done so. Once the “Presidential
Finding” is in hand, the CIA’s Directorate of Operations implements
the proposal. )

During the early years of the Nixon Administration, 40 Committee
meetings were held regularly although, on occasion, proposals were
approved by telephone vote. Over time, however, formal meetings be-
came fewer and fewer. This was due, in part, to a decline in covert ac-
tion projects. Most business was done by telephone after proposals had
been circulated in advance by couriers. Business became routine. “Tele-
phone concurrences,” involving quick checks rather than intensive
discussion, was the rule. However, for major new departures, the Com-
mittee met in person. For example, the 40 Committee met nine times
between January 22 and December 11, 1975, to discuss Angola. The
National Security Council met once, on June 27, 1975. In addition, an
Interagency Working Group on Angola met 24 times between August
13,1975, and January 14, 1976. The number and frequency of meetings
on Angola appears to reflect a need on the part of policymakers to sit
down and discuss the desirability and mechanics of undertaking a
major new covert operation. When a new departure is not being con-
sidered, when policy and interests are not shifting, 40 Committee busi-
ness remained routine, usually conducted by telephone.

Two additional points concerning 40 Committee procedures are im-
portant. First, covert action proposals were resubmitted by the DCI
to the 40 Committee when there was a need to reassess or reaffirm pre-
vious policy decisions. Resubmission would occur if new developments
warranted it, or if specifically required by the 40 Committee at the
time of approval.

Second, status reports on covert action programs and activities were
submitted when requested by the 40 Committee or at the discretion of
the DCI. Status reports were presented at least annually to the 40
Committee for each continuing activity approved by the Committee.
Apparently, however, these annual reviews were little more than pro
forma exercises carried out by the DCI. They were not thorough
examinations of on-going projects by the 40 Committee principals.?

ZIn addition, both the Senate and House Select Committees on Intelligence
Activities were briefed on current covert operations.

= According to the CIA, prior to the review of these annual reports by the
40 Committee principals they were submitted in draft to the concerned agencies
for comment. Thus, the staff of 40 Committee principals had an opportunity to
examine on-going projects.
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3. Covert Action Approvals

It is difficult to determine the number of covert operations approved
over the years by the 40 Committee or its predecessors. Records for
the early years are either not available or are incomplete. Also, there
has been a steady refinement of “programs” into individual “projects,”
thus making comparisons difficult. Despite this, a rough determination
can be made of projects approved for the period 1949 to 1967.*

_Between 1949 and 1952, 81 projects were approved by the DCI on
his own authority after coordination with either the 10/2 or 10/5
Panels. During the first two years of the Eisenhower administration,
1953-54, 66 projects were approved by the DCI in coordination with
the Operations Coordination Board or the Psychological Strategy
Board. Between March 1955 and February 1967, projects approved
or reconfirmed by the Operations Coordination Board, the Special
Group, or the 303 Committee were as follows:

Eisenhower administration—104
Kennedy administration—163
Johnson administration—142

These totals reflect two things: first, an increase in the number of
projects approved and, second, a tightening up of approval proce-
dures. Regarding procedures, a CIA memorandum, dated February
25, 1967, stated :

As the sophistication of the policy approval process developed
so did the participation of the external approving authority.
Since establishment of the Special Group (later 303 Com-
mittee), the policy arbiters have questioned CIA presenta-
tions, amended them and, on occasion, denied them outright.
The record shows that the Group/Committee, in some in-
stances, has overridden objections from the DCI and in-
structed the Agency to carry out certain activities. . .
Objections by State have resulted in amendment or rejection
of election proposals, suggestions for air proprietaries and
support plans for foreign governments. . . . The Committee
has suggested areas where covert action is needed, has decided
that another element of government should undertake a pro-
posed action, imposed caveats and turned down specific pro-
posals for CIA action from Ambassadors in the field.

Whereas the “sophistication of the policy approval process” and
the “participation of the external approving authority” has increased
significantly since the establishment of the Special Group in 1955, this
has not meant that all, or even a majority, of covert action projects
have been approved by the “external approving authority.” Low-risk,
low-cost covert action projects, such as a routine press placement or
the development of an “agent of influence,” do not receive this atten-
tion. In this regard, an Agency memorandum, dated February 21,
1967, stated :

It is obvious that a compilation of Special Group approvals
in no way reflects the totality of significant CIA activities
carried on over the past 15 years. With respect to overall

% These numbers may include reapprovals of projects initiated earlier.
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DDP activity, it does not include any mention of FI/CI
[Foreign Intelligence/Counterintelligence] actions or, of
course, any decisions in the overt field. Even within the re-
stricted framework of covert action alone, a 1963 study pre-
pared by this office showed that of the 550 existing CIA proj-
ects of the DDP which were reviewed against the back-
ground of our own internal instruction on Special Group
submission, only 86 were separately approved (or reap-
proved) by the Special Group between 1 January and 1
December 1962,

Using the figures cited above, this would mean that 16 percent of
all covert action projects, large and small, received Special Group
approval between January 1 and December 1, 1962. The Select Com-
mittee’s own review indicates that of the several thousand covert ac-
tion projects undertaken since 1961, only 14 percent were considered
on a case-by-case basis by the 40 Committee or its predecessors.?® Those
not reviewed by the committee were the low-risk, low-cost type re-
ferred to above.

Another indication of the number of covert action proposals which
eventually reached the 40 Committee is contained in the CIA’s 1972
Covert Action Manual. According to this document, “the 40 Commit-
tee actually looks at about one-fourth of our covert action projects.”
The Manual continues:

. . . this proportion is a reflection on the nature of the proj-
ect system, not on any lack of policy approval for our covert
actions. For example, the Agency would have separate proj-
ects for each of a number of media assets that might be
brought to bear on an overall program of persuasion, but the
40 Committee would focus on the program with its descrip-
tions of the specific assets to be employed. . . . Thus, the im-

" portant point on policy is that the 40 Committee considers
individually oll major and critical projects providing broader
program guidelines for the remainder of our covert activity.
[Emphasis added.]

4. The NSC and Covert Activities: Conclusions

Several points stand out in the history of the committees charged
with overseeing covert operations. The most obvious has less to do
with procedures than with the substance of the projects approved. The
justification for covert operations has changed sharply, from con-
taining International (and presumably monolithic) Communism in
the early 1950s to merely serving as an adjunct to American foreign
policy in the 1970s. It should be noted that early NSC directives framed
the purpose of covert operations entirely in terms of opposition to
International Communism. By contrast, NSDM 40 described covert
actions as those secret activities designed to further official United
States programs and policies abroad.

% According to the CIA, since the Hughes-Ryan Amendment to the 1974 For-
eign Assistance Act, all covert action projects not submitted on a case-by-case
basis have been submitted to the President for approval and to the oversight
committees of Congress for its information in collective, omnibus form.

207-932 O-76-5
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_ As stated, procedural arrangements for considering and approv-
ing covert operations have been formalized and tightened over the
years. NSC—4-A of 1947 established no formal procedures for co-
‘ordinating or approving operations; the DCI, in liaison with State
and Defense, was to ensure that operations were consistent with
United States policy. Over time, procedures were developed and guide-
lines established to indicate which covert action proposals required
40 Committee approval. The requirement of a “Presidential Finding”
in the 1974 Foreign Assistance Act not only requires the President
to certify to Congress that an approved covert operation is important
to the national security of the United States, but, in effect, compels
him to become aware of actions approved by the 40 Committee.” The
concept of plausible denial, at least as it applies to the President,
is dead. Major new covert operations cannot be undertaken without
the knowledge, and approval, of the Chief Executive. President
Ford’s Executive Order takes this one step further. The new Opera-
tions Advisory Group will not be responsible for policy approval
of covert operations, as was the 40 Committee. According to the
Executive Order, the Group will “consider and develop any policy
recommendation, including any dissents, for the President prior to
his decision” on each covert operation. The approval of covert opera-
tions now rests solely with the President. .
However, recognition that procedural arrangements for consider-
ing and approving covert operations have become tighter does not
necessarily imply that they are adequate. Significant issues regarding
the control of covert operations remain. First, the criteria for_deter-
mining which covert operations are brought before the Executive are
still inadequate. Small covert action projects not deemed politically
risky can be approved within the CIA. Although many of these are
in support of projects already approved by the Executive, they never-
theless make up a majority of all CIA covert action projects. In
addition, some of the low-risk projects approved within the CIA, such
as the development of a foreign “asset,” may prove to be extremely
sensitive and risky. One CIA “asset,” given the cryptonym QJ/WIN,
was recruited to spot “individuals with criminal and underworld
connections in Europe for possible multi-purpose use.” 2" Later the
CIA contemplated using QJ/WIN for its ZR/RIFLE project, a “gen-
eral stand-by capability” to carry out assassination when required.
Other CIA individual project “assets” used in connection with plots
to assassinate foreign leaders were WI/ROGUE and AM/LASH.

% President Ford has recommended that the “Presidential Finding” require-
ment be dropped. In his message to Congress outlining his intelligence reor-
ganization, the President recommended that the 1974 Foreign Assistance Act
(Public Law 93-559) be modified as proposed by the Commission on the Organi-
zation of the Government for the Conduct of Foreign Policy. That Commission,
charzed by Robert Murphy, recommended : '

“We propose that Public Law 93-559 be amended to require reporting of
covert actions to the proposed Joint Committee on National Security, and to
omit any requirement for the personal certification of the President as to their
necessity.” (Commission on the Organization of the Government for the Conduct
of Foreign Policy, 6/75, p. 101.)

7 Senate Select Committee, “Alleged Assassination Plots Tnvolving Foreign
Leaders,” p. 182. See this report for a full discussion of QJ/WIN, ZR/RIFLE,
WI/ROGUE and AM/LASH.
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Though none of these specific projects were apparently approved by
the NSC, several ranking CIA officials testified that they were within
the general policy approved at the NSC level.

Second, there were gaps in 40 Committee supervision, notably in
the sensitive areas of human espionage and counterintelligence.
Whether intended or not, espionage and counterintelligence operations
may have the effect of political action. A former chairman of the
Special Group, McGeorge Bundy, has testified that the distinction
among these operations needs re-examination. According to Bundy:

Intelligence collection is often separated from covert opera-
tions in the thinking of intelligence administrators and
other concerned officials. I think this distinction, like the
parallel distinction in the field of counterintelligence, de-
serves re-examination. Both intelligence collection and coun-
terintelligence have involved covert activity which goes well
beyond conventional espionage and counterespionage, and
such enlargements of activity often present many of the same
dangers as covert actions of other sorts.?®

Espionage operations can have the effect of political action. A pay-
ment to a dissident leader may be designed to collect intelligence on
the leader’s group, but it may also be regarded as support for the
group’s objectives. Counterintelligence operations can have a similar
Impact. Counterintelligence measures used to enlist the support of
local intelligence and police, neutralize hostile intelligence services, and
discredit local CIA opponents are sometimes indistinguishable from
covert action. As such, the issue is whether these intelligence activities
can, or should, be made subject to effective executive branch and con-
gressional oversight. President Ford’s Executive Order does not ad-
dress this issue. The Operations Advisory Group will be responsible
for approving certain “sensitive intelligence collection operations,” but
the Executive Order does not apparently include human as well as
technical collection. Nor is there any reference to Operations Group
review or approval of any counterintelligence activities.

Third, there is a basic conflict between sufficient consultation to en-
sure accountability and sound decisions on the one hand, and secure
operations on the other. 40 Committee approval procedures for covert
operations were, on occasion, by-passed by the President or his Na-
tional Security Affairs adviser. For highly sensitive proposals the
number of individuals or agencies consulted or informed is some-
times sharply limited on a “need to know” basis. Even the ambassador
in the country where the operation is to be conducted may not be in-
formed. Middle and lower level officials within the State Department
or the CTA with expertise may not be consulted. The risk of inadequate
consultation was aggravated by the informality of telephone clear-
ances. President Ford’s Executive Order attempts to remedy this de-
ficiency, at least in part. The Executive Order states:

The Operations Group shall discharge the responsibilities
assigned . . . only after consultation in a formal meeting at-

# McGeorge Bundy testimony, House Select Committee on Inteiligence,
12/10/75.
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tended by all members and observers; or ... when a designated
representative of the member or observer attends.?®

Finally, the annual review of covert actions by the 40 Committee
did not appear to be searching or thorough. Annual reviews were
often handled in the same informal manner as approvals for new
covert action proposals—by telephone concurrence. Some ongoing
covert operations have been challenged over the years, most often by
the State Department. Some die a natural death. Some linger on for as
long as 20 to 25 years. It appears that some covert operations, such
as those in Ttaly, may come to an end only when they are exposed. Presi-
dent Ford’s Executive Order contains two provisions to increase the
number of covert action reviews. First, the Operations Advisory Group
will he required to “conduct periodic reviews of programs previously
considered.” There is no requirement, however, that these reviews must,
take nlace at a formal meeting. Second, the Executive Order requires
the fnll National Security Council to review, twice a year, the “con-
tinued appropriafeness” of ongoing covert operations.

5. Role of OMB

In order to meet unanticipated needs, the CIA maintains a Con-
tingency Reserve Fund. The fund is replenished by annual appropria-
tions as well as unobligated funds from previous CIA appropriations.
More often than not, the unanticipated needs of the CIA relate to
covert operations.

The Director of Central Intelligence has the authority, under the
Central Intelligence Agency Act of 1949, to spend reserve funds with-
out consulting OMB. However, due to an arrangement among OMB,
the CIA, and the Appropriations Committees of Congress, the CIA
has aereed not to use reserve funds without QOMB approval. There is
no evidence that the DCI has ever violated this agreement. In prac-
tice. OMB holds a double key to this reserve fund: first, it approves
additions to the reserve fund and. second, it approves the amounts to
be released from the fund, upon CIA request and justification. OMB
holds a careful review of each proposed release. Turndowns are rare,
but reductions in amounts requested occur often enough to prompt a
careful CIA presentation of its case.

Despite these levers of control. OMB has faced several handicaps
which render its control of the Contingency Reserve Fund less effective
than it might be. First, OMB has not, in the past, been renresented on
the National Security Council or the 40 Committee.?> Much of the
dollar volume of reserve releases originates in 40 Committee action.
Thus. OMB resistance to reserve release requests were often in the face
of policy determinations already made. Second, although the chairmen
of the appropriations subcommittees of Congress are notified of draw-
downs from the fund, these notifications occur after the release action,
even though the release is conceptually the same as a supplemental ap-
propriation. Thus, OMB does not have the leverage in regard to

22 mxecutive Order 1905, Sec. 3(c) (3).
2 Inder President Ford’s Executive Order, the Director of OMB will sit as
an observer on the Operations Arvisory Group, the successor to the 40 Committee.
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Contingency Reserve Fund releases that it does in regard to supple-
mental appropriatitons requests (where OMB is a party to recom-
mending supplementals to the President and Congress).

OMB suffers other limitations with respect to the use of CIA funds
for covert operations. First, CIA’s budget submission to OMB has,
in the past, neglected some aspects of clandestine spending, notably
proprietary activities. Second, current ground rules allow the repro-
gramming of CIA’s regular appropriations to meet unanticipated
needs; no OMB approval is required for this reprogramming. To the
extent that the above funds are used for covert operations, OMB has
no control over their use.

C. ProvipING THE INTELLIGENCE REQUIRED BY POLICYMAKERS
1. Work of NSCIC

The National Security Council Intelligence Committee was formed
in November 1971. At its first meeting, a Working Group, composed
primarily of officials from the intelligence community, was established.
That composition was soon seen as inappropriate for a committee
whose main purpose was to make intelligence more responsive to the
needs of policymaking “consumers.” As a result, at its second—and
last—meeting, NSCIC changed the composition of the Working Group
to exactly parallel the parent body.?°

The various representatives who sat on the Working Group were
not the “intelligence” specialists from those agencies, but officials with
policymaking responsibilities. For example, the State Department was
represented by the Director of the Bureau of Politico-Military Affairs,
not the Director of the Bureau of Intelligence and Research. Repre-
sentatives were to seek the views of the operating bureaus of their
agencies on major intelligence questions.

An August 1974 meeting of NSCIC produced two direct results. In
response to a request for some mechanism to highlight critical intelli-
gence memoranda, the DCI now puts out “alert memoranda”—brief
notices in a form which cannot be overlooked. The meeting also resulted
in the production of a National Intelligence Estimate (NIE) on Soviet
perceptions of the United States. '

Before it was abolished, NSCIC began reviewing the basic docu-
ments which levy requirements on the intelligence community—the
DCT’s Perspectives on Intelligence, Substantive Objectives, and espe-
cially, Key Intelligence Questions (KIQs). NSCIC also set up a
Working Group panel to conduct surveys of intelligence community
publications. There was also an NSCIC subcommittee which consid-
ered economic intelligence, chaired by the Assistant Secretary of the
Treasury for International Affairs. The subcommittee was inactive.

®The Assistant to the President for National Security Affairs (Chairman),
the DCI (Vice Chairman), the Deputy Secretaries of State and Defense, the
Chairman, JCS, and the Under Secretary of Treasury for Monetary Affairs.
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2. Limitations on Effectiveness

NSCIC’s work reflected the basic'dilemma inherent in suiting intel-
ligence to the needs of policymakers. The intelligence community must
be close enough to policymakers to know what 1s desired, yet distant
enough to preserve its objectivity. Within this framework, the differ-
ing demands of many kinds of policymakers must be balanced. For
example, making the intelligence community more responsive to the
needs of Cabinet-level officials might diminish the quality of the intel-
ligence produced for middle-level officials.

The limited effectiveness of NSCIC was due to several factors:

—kThe apparent lack of interest of senior officials in making NSCIC

- work.

—The demands of other business on the sub-cabinet level officials
who made up NSCIC.

—“Consumer” unfamiliarity with the intelligence community. Of
necessity, NSCIC spent most of its time educating policymakers about
the community and what it can do. Most officials in policymaking posi-
tions, especially those in senior positions, bring little intelligence ex-
perience to their jobs. One of NSCIC’s first tasks was to produce a
manual about the community for policymakers.

—Diversity among “consumers.” Cooperative arrangements and the
tradition of working together are matters of long standing within the
intelligence community. By contrast, NSCIC represented a first at-
tempt to bring “consumers” together. The newness of the endeavor
combined with the diversity of the “consumers” made it difficult for
NSCIC to function effectively.

3. Conclusions

The intelligence community has not.always been responsive to the
needs of policymakers. Some have argued that the intelligence product
is more a reflection of what “producers,” rather than “consumers,”
deem important. This is debatable. What is not at issue, however, is
that “consumers” should drive the intelligence process. NSCIC was a
disappointment in this regard. To say this is not to imply that the in-
telligence community has been unresponsive to the needs of policy-
makers. Just the opposite may be true. “Producers” and “consumers”
get together almost daily at NSC subcommittee meetings (e.g., the
Senior Review Group and the Washington Special Action Group.)
Intelligence requirements are levied, informally, at these meetings. It
can be assumed that the intelligence community has been responsive to
these informal requirements and hence the need for a more formal
NSC mechanism—NSCIC-—was eliminated. The new Committee on
Foreign Intelligence will now have the responsibility for seeing that
policymakers are provided the intelligence they need.

D. ApvERTISING THE PRESIDENT ON INTELLIGENCE ISSUES

1. Overview

The President needs an independent bodyv to assess the quality and
effectiveness of our foreign intelligence effort. Since 1956 the Presi-
dent’s Foreign Intelligence Advisory Board (PFIAB) has served
this function. Numerous proposals have recently been made to make
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PFIAB an executive “watchdog” over United States foreign intelli-
gence activities. Some have suggested that a joint presidential/
congressional intelligence board be established or, at the least, Senate
confirmation of members of the President’s board be required. The
Rockefeller Commission recommended that the Board’s functions be
expanded to include oversight of the CIA with responsibility for
assessing CIA compliance with its statutory authority. The Murphy
Commission commented favorably on the Rockefeller Commission
recommendations. Whether PFIAB should adopt this oversight or
“watchdog” function, or whether Congress should be involved in the
activities of the Board is open to question. President Ford, in his
Executive Order, decided against transforming the Board into a CIA
watchdog. Instead, he created a new three-member Intelligence Over-
sight Board to monitor the activities of the intelligence community.

2. History of PFIAB

On February 6, 1956, President Eisenhower created, by Executive
Order, the Board of Consultants on Foreign Intelligence Activities.
The Board was established in response to a recommendation by the
second Hoover Commission, calling for the President to appoint a
committee of private citizens who would report to him on United
States foreign intelligence activities. Creation of the Board was also
intended to preempt a move in Congress at the time, led by Senator
Mike Mansfield, to establish a Joint Congressional Committee on
Intelligence.

The Board ceased functioning when President Eisenhower left
office in 1961, but was reactivated by President Kennedy following
the Bay of Pigs failure. It was renamed the President’s Foreign
Intelligence Advisory Board (PFIAB) and has functioned, unin-
terrupted, since that time.

3. PFIAB Today

The Board currently operates under Executive Order 11460, issued
by President Nixon on March 20, 1969. The Board is responsible for
reviewing and assessing United States foreign intelligence activities.
It reports to the President periodically on its findings and recom-
mendations for improving the effectiveness of the nation’s foreign
intelligence effort. .

The Board presently has seventeen members, all drawn from private
life and all appointed by the President. It is chaired by Leo Cherne,
and holds formal meetings two days every other month. It has a staff
of two, headed by an executive secretary. -

As its name indicates, the Board is advisory. Board reports and rec-
ommendations have contributed to the increased effectiveness and effi-
ciency of our foreign intelligence effort. For example, the Board played
a significant role in the development of our overhead reconnaissance
program. It has made recommendations on coordinating American
intelligence activities; reorganizing Defense intelligence; applying
science and technology to the National Security Agency, and rewriting
the National Security Council Intelligence Directives (NSCIDs). The
Board has conducted post-mortems on alleged intelligence failures and,
since 1969, made a yearly, independent assessment of the Soviet stra-
tegic threat, thereby supplementing regular community intelligence -
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assessments. Most recently, it has reported to the President on economic
intelligence and human clandestine intelligence collection.

The Board has not served a “watchdog” function. As the Rockefeller
Commission noted, the Board does not exercise control over the CIA,
which is, in fact, the Board’s only source of information about Agency
activities. When the Board has occasionally inquired into areas of
possible illegal or improper CIA activity, it has met resistance. For
example, when the Board became aware of the so-called Huston Plan
and asked the FBI and the Attorney General for a copy, the request
was refused. The Board did not pursue the matter with the White
House. In 1970, the Board was asked by Henry Kissinger, then the
President’s National Security Advisor, o examine Allende’s election
victory in Chile to determine whether the CTIA had failed to foresee,
and propose appropriate actions, to prevent Allende’s taking office. The
Board requested 40 Committee and NSC minutes to determine the
facts. Its request was refused and its inquiry was dropped.

The President needs an independent body to assess the quality and
effectiveness. of our foreign intelligence effort. In the words of its
Executive Secretary, the Board has “looked at intelligence throngh the
eyes of the President.” PFIAB has served, in effect, as an intelligence
“Kitchen Cabinet.” The Board has been useful, in part, because its
advice and recommendations have been for the President. As such, the
executive nature of this relationship should be maintained.

Over the years, many of PFIAB’s recommendations have been
adopted, and others have served as a basis for later reform or reorga-
nization. The Board has not been an executive “watchdog” of the CIA.
To make it so would be to place the Board in an untenable position :
adviser to the President on the quality and effectiveness of intelligence
on the one hand and “policeman” of the intelligence communify on
the other. These two roles conflict and should be performed separately.

4. Intelligence Owversight Board

To assist the President, the NSC, and the Attorney General in over-
seeing the intelligence community, President Ford has created an
Intelligence Oversight Board. The Board will consist of three private
citizens appointed by the President. They will also serve on PFIAB.

The Board will be, in effect, a community-wide Inspector General of
last resort. It will review reports from the Inspectors General and
General Counsels of the intelligence community and report periodi-
cally to the Attorney General and the President on any activities which
appear to be illegal or improper. The Board will also review the prac-
tices, procedures, and internal guidelines of the various IGs and Gen-
eral Counsels to ensure that they are designed to bring questionable
activities to light. Finally, the Board will see to it that intelligence
community IGs and General Counsels have access to any information
they require.

The President’s Intelligence Oversight Board should serve a useful
purpose. However, the ability of a small, part-time Board to monitor
the activities of the entire intelligence community is questionable.
Further, the Board is a creature of the Executive and, as such, may
- be unable or, at times, unwilling to probe certain sensitive areas. A
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body independent of the Executive must also be responsible for moni-
toring the activities of the intelligence community, including those
which may be either illegal or improper.

E. ALLOCATING INTELLIGENCE RESOURCES

1. Role of OMB

The Office of Management and Budget (OMB) is the principal staff
arm of the President for supervising the Federal budget. OMB is also
a staff arm for management—a tool the President occasionally uses to
reorganize or redirect the structure and activities of the Federal
~ Government.

In managing U.S. intelligence activities, the President has used
OMB to pull together his annual intelligence budget and also to moni-
tor the expenditure of intelligence funds. For example, OMB annually
reviews the intelligence community’s appropriations requests and
makes its recommendations to the President for amounts to be included
in his budget. Further, OMB apportions ** CIA’s appropriation and
}Ilras iauthority to approve releases from the CIA Contingency Reserve

und.

The fiscal management responsibility of OMB has been especially
critical in the field of intelligence. Intelligence activities comprise a
large part of that small and shrinking portion of the federal budget
which is “controllable.” 22 About 75 percent of federal spending for
fiscal 1976 was designated in the President’s budgat submission as
“uncontrollable.” The Committee has found that the direct cost of na-
tional intelligence spending is currently [deleted] and total intelli-
gence spending is approximately twice that. Thus the total U.S. intel-
ligence budget is about [deleted] percent of federal spending. but 1s
[deleted] percent of controllable federal spending. Because the U.S.
intelligence budget is fragmented and concealed, the relationship be-
tween controllable intelligence program sand controllable federal
spending has never been shown to Congress in the President’s budget.
OMB has been a principal point at which the President can identify
2nddexer-t management leverage over this aggregate of controllable

unds. '

Over the years, OMB (and its predecessor, the Bureau of the
Budget) has had the greatest management impact when:

—Tt has been used as an instrument of presidential
reorganization;

—1t has identified major issues for the President, usually
involving bids by intelligence agencies to maintain or launch
duplicative or marginally useful programs.

For example, in 1960 President Eisenhower commissioned the Bud-
get Bureau to establish a Joint Study Group of the principal intel-

% «Apportionment” of funds is described by budgetary statutes as the OMB
action, following congressional appropriations, whereby agencies receive formal
notification of amounts appropriated and the distribution of spending by time
perind and program.

® Defined as spending that is not predetermined by statute, such ag interest
on the federal debt, veterans benefits, Social payments, et cetera.
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ligence agencies to take a hard look at U.S. intelligence collection
requirements and other problems. In its report, the Joint Study Group
recommended to the President a variety of measures to strengthen
intelligence management, including a more assertive role for the DCI,
stronger control by NSA: of the cryptologic agencies, and centralized
management of collection requirements.

A decade later, President Nixon commissioned OMB to probe the
management of the intelligence community, and to determine what
changes, short of legislation, might be made. An ensuing report by
Assistant OMB Director James Schlesinger concluded that the divi-
sion of labor envisaged by the National Security Act of 1947 had been
rendered obsolescent and meaningless by technology and the ambitions
of U.S. intelligence agencies. The Schlesinger Report recommended
nothing less than the basic reform of U.S. intelligence management,
centering upon a strong DCI who could bring intelligence costs under
control and bring intelligence production to an adequate level of qual-
ity and responsiveness. In addition, the OMB report pointed to nine
specific mergers or shifts of intelligence programs estimated to save
nearly one billion dollars annually.

OMB has also been an occasional lightning rod for the identification
of specific budget or management issues. In the mid-sixties the Bureau
of the Budget called the President’s attention to the problems of better
coordinating the costs and benefits of overhead reconnaissance. Fur-
ther, the Bureau pressed hard for a reorganization of Defense map-
ping and charting activities emphasizing the issues of needless dupli-
cation of service mapping agencies. This was resolved following the
Schlesinger Report.

2. Recent Trends and Programs

OMB reportedly was given a major role in developing the recom-
mendations presented to President Ford for overhauling intelligence
budgeting and management. If this was the case, it would reverse a
recent trend. Since 1971, OMB’s day-to-day influence upon intelligence
management has been at a low point. OMB has been confined to its
cyclical, institutional role in the budget process. The strengths and
weaknesses of this role will be discussed below.

3.OMB Role in Formulating the Budget

OMB can always get the President’s attention in recommending
what should be included in his annual budget proposals to Congress.
Associated with OMB budget recommendations is the identification
of major resource allocation issues, with an analysis of options and
a recommended course of action. However, OMB recommendations on
intelligence have had less presidential acceptance than in other areas of
the federal budget. This has been due to the difficulty of carrying any
“military” budget issue opposed by the Secretary of Defense and the
relative ineffectiveness of DCI support. Further, OMB is excluded
from some of the early, formative stages of DOD program determina-
lt‘;io(x;s for intelligence which cover eighty percent of the intelligence

udget.
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For the past three years, with OMB encouragement, the DCI has
provided the President with his own recommendations for the national
intelligence budget. Unfortunately, these have come too late in the
process to have much impact. These recommendations have followed,
not preceded, DOD submissions to OMB and OMB’s own formative
stages of analysis.

The President’s annual and five-year planning targets are an inte-
gral part of the federal budget process. Federal agencies are adjured
to fit their fiscal and staffing plans within the presidential targets, with
special emphasis upon the nearest or “budget” year. Presidential tar-
gets are especially important in their potential for strengthening cen-
tral management of the intelligence community. The DCI has
recognized this. These targets can assist the DCI in getting more value
for the intelligence dollar. However, OMB has issued the planning
targets too late in the planning process and without any in-depth
coordination of totals and major components with the DCI. By the
time the DCI and CIA have received their target figures in June or
July, most of the major decisions on budget request levels and future
year implications have already been agreed to within Defense and
CIA. This type of problem is widespread in the federal budget process
but, because of the insulation of intelligence from external checks and
balances, the problem is especially serious in intelligence budgeting.

The problem is exacerbated by OMB’s issuance to the Department
of Defense of a planning target which has the effect of constituting an
alternative planning base for intelligence. This target has not been
directly related to DOD’s intelligence budget. The Secretary of De-
fense has been given, in effect, a choice between a level of intelligence
spending consistent with the DCI’s planning target and one which
matches his own view of overall DOD priorities and claims. Not sur-
prisinglv, Secretaries of Defense have tended to opt for the latter. The
result, therefore, of the two planning targets has made the DCI’s
management mandate all the harder to fulfill.

4. Presidential Budget Decisionmaking

OMB’s budget recommendations to the President, which culminate
OMB’s annual budget review, have been the only comprehensive pres-
entations of United States’ intelligence spending. These serve to high-
light major issues and are done by analvsts independent of any intelli-
gence agency. In contrast with the DCI’s national intelligence budget
presentation, which excludes future year figures and does not have
the Secretary of Defense’s recommended amounts, the OMB presenta-
tion is complete and based upon each agency’s final positions. More-
over, the OMB presentation offers specific solutions to the President’s
problem of restraining intelligence spending without degrading
intelligence operations.

These presentations and those related to the DCI’s National Foreign
Intelligence Budget are not shared with Congress. Therefore, except
for selective briefings by the DCI and individual program managers,
Congress has not been informed of the major options at stake in the
President’s budget.
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5. Apportionment and Budget Ezecution

OMB apportionment of appropriated funds is the source of much
of OMB’s muscle in budget execution. By law (31 U.S.C. 665), federal
agencies cannot use appropriated funds in the absence of an OMB
apportionment. The apportionment can convey the funds in lump sum,
distributed by quarter, or by major program. OMB can impose set-
asides and can call special hearings. With regard to intelligence pro-
grams, however, OMB apportionment action is weak and fragmented.
The only direct intelligence apportionment by OMB is to CTA—i.e.,
those earmarked amounts of the DOD appropriation which are trans-
ferred from Defense to CIA under authority of the Central Intelli-
gence Agency Act of 1949. This apportionment is done in lump sum.
The rest of the intelligence budget is scattered among, and apportioned
by, some 20 DOD appropriations and an appropriation to gtate with-
out a distinction made for intelligence funds. Thus, OMB apportion-
ment is procedurally applied to less than 20 percent of the annual
national intelligence budget and to less than 10 percent of total intel-
ligence spending. '

Another weakness of OMB’s ability to monitor budget execution is
its procedural blindness to advances, reprogramming, and managment
of intelligence proprietary activities. Other weaknesses include:

—A large proportion of funds spent for CIA covert action projects
have come from Defense Department advances, under authority of
the Economy Act, and therefore are outside OMB apportionment.

—OMB does not rontinelv receive notice of maior reprogramming of
CIA funds from activities shown and justified in the congressional
budget. The premium upon exploitation of unforéseen intelligence
opportunities puts a premium upon budgeting flexibility. Yet OMB
lacks a set of benchmarks to determine routinelv when CIA or other
%)ntglligence agencies have substantially departed from the approved

udget. :

Itggpnears that more than half of all larae-scale covert, action proj-
ects initiated in the period 1961-76 did not come to OMB for review.

6. Absence of GAO Awudits

The absence of GAQO audits in the intelligence community affects
OMB'’s ability to monitor intelligence performance. In other federal
areas GAO audits often include an evaluation of nerformance effec-
tiveness and economy, as well as compliance. OMB has a standing
arrangement to follow up with agencies on GAO audits. GAO audits
often provide launching points for OMB investigations or reinforce
OMB interests in broader problems. The absence of such independent
and critical GAO reports in the intelligence field weakens both OMB
and congressional oversight.

7. OMB Representation on Excom *

The process of planning and budeeting for overhead recor}naissapce
is new enough to have escaped historic overlaps of jurisdiction afflict-

3 This BEXCOM was abolished as a result of President Ford’s recent Executive
Order. It is likelv that a similar bodv will be re-established under the direction
of the new Committee on Foreign Intelligence.
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ing the rest of the intelligence community. An Executive Committee
(EXCOM) was established to coordinate reconnaissance develop-
ment and planning, chaired by the DCI with the Assistant Secretary
of Defense for intelligence as the other member. While OMB was not a
member of EXCOM, it had a representative at EXCOM meetings.
EXCOM decisions often were a compromise between the DCI and the
Department of Defense which may or may not have represented the
most cost-effective solution. On occasion, the OMB representative took
a role in defining options and insisting upon analysis of key points.
Here is one area of intelligence budgeting where OMB was actively
represented and therefore 1n a position to%lelp the President identify
and resolve large issues.

8. Net Assessment of OM B Role in Intelligence M anagement

OMB'’s cyclical role in the budget process has the strengths and
weaknesses noted. Recognizing that OMB has statutory authority in
budget preparation and apportionment of funds, it is nevertheless
true that the key to OMB influence for management improvement is
the extent to which the Preident chooses to use and back OMB for
specific projects. OMB’s role ought to be at its strongest in the intelli-
gence community, given the absence of public scrutiny and checks and
balances which operate in other federal program areas.

The Committee notes several trends in intelligence budgeting
and management which indicate an increasing need for strong and
objective OMB staff assitance to the President: first, intelligence
spending has increased significantly in the last decade. There are pres-
sures for further growth : second, as already noted, intelligence is one
of the few “controllable” program areas of a federal budget; third,
the results of intelligence spending do not seem to be commensurate
with the increases in outlavs. Inflation partly explains this. Since 1969
the real value of goods and services available to intelligence has been
reduced by an estimated twenty nercent. Inflation is not a full ex-
planation, however. Rigidities in the intelligence budset protect each
manager’s share, at the cost of nerpetuating less nroductive or dunli-
cative programs. The result is that ceilines on the intelligence budget
are permitted to drive out long-term improvements in economy and
effectiveness. Fourth. there is a fragmentation of management au-
thoritv in the intelligence community. The DCI has had snccessive
presidential mandates to manaoe, but has been handicapped by the
lack of control of intelligence dollars.

In the face of such a challence. the nature of fnture presidential
mandates to OMR could he imnortant. to hoth executive and conores-
sional oversioht. Tn anv future determination ta strenothen OMR’s
role. it. will he necessary to enlarge the staff of the six-person OMB
intelligence unit.

9. OMBR’s Role as Affected bu the President’s Recent Executive Order

In his Fxecutive Order of Febrnary 18. President Ford strength-
ened OMR’s role in intellizence management in two principal ways:
First. OMB has been made an ohserver to the Onerations Advisory
Group, successor to the 40 Committee. This step will likely give OMB
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a regular and timely scrutiny of all proposed covert action and other
sensitive intelligence projects. OMB’s review will, therefore, no longer
be confined to a postdecision review of those projects requiring Con-
tingency Reserve Fund financing. Another likely effect is to strengthen
the substantive mandate of OMB’s inquiry into CIA projects of all
kinds.

Second, the President has given the DCI a more direct influence
on the national intelligence budget by requiring that the new Com-
mittee on Foreign Intelligence (CFI), which is headed by the DCI,
“shall control budget preparation and resource allocation for the Na-
tional Foreign Intelligence Program.” Further, the President requires
that the CFI “shall, prior to submission to the Office of Management
and Budget, review, and amend as it deems appropriate, the budget
for the National Foreign Intelligence Program.” [Emphasis added.]

The combined effect of these two changes would appear to
strengthen OMB’s review role. The directive appears to tackle the prob-
lem of the weak and ill-timed impact of DCI review ; it also puts OMB
in the position of evaluating the analyses and proposals of both the
CFI and the intelligence agencies on the way to the President.

The managerial flaws in the President’s Executive Order are these.

1. The President’s directive that “neither the DCI nor the CFI shall
have responsibility for tactical intelligence” exempts what may be one
of the largest and managerially vulnerable areas of intelligence from
national management and beneficial tradeoffs..It gives Defense a dodge
that could defeat future DCI and OMB management efforts. By fail-
ing to make the distinction between operational control of intelligence
organic to military units and management overview (i.e., maintenance
of DCI/CFI data base, continuing overview, and occasional initia-
tives), the President’s directive may have undercut much of the DCI/
OMB managerial clout.3

2. The silence of the Executive Order on ezecution of the intelli-
gence budget fails to mandate CFI and QMB apportionment of funds
appropriated for intelligence and GAO audit. The Order does give
the CFI authority to control “resource allocation.” If this is inter-
preted to mean a system of centralized CFI apportionment via OMB,
executive oversight of national intelligence programs could be
strengthened. The meaning of these words in the Executive Order
therefore deserves probing.

3. The actual authority of the DCT in the new Committee on Foreion
TIntelligence may not be very strong in practice because the Executive
Order does nothing about the pattern of intelligence anpronriations.
Defense still receives eighty percent of the national intelligence
budget. The Order recognizes the Secretary of Defense as responsible
for directing. funding, and operating “NSA and national, defense, and
military intellizence and reconnaissance activities as reauired.” The
Secretary of Defense remains the “executive agent of the U.S. Govern-
ment” for signals intelligence. In visw of these formidable DOD pow-
ers, the CFI may be dominated by—or at least subject to the veto of—
the Department of Defense.

* See Coneressiondl study, Congressional Oversight of the Intelliegnce Budget,
Parts I and I1.



' V.THE DIRECTOR OF CENTRAL INTELLIGENCE

IssoEs

In January 1946, President Truman established by Presidential
Directive the National Intelligence Authority under the direction of
the Director of Central Intelligence (DCI). The Directive authorized
the Director of Central Intelligence to plan, develop and coordinate
the foreign intelligence activities of the United States Government.
That same year, the Joint Congressional Committee on the In-
vestigation of the Pearl Harbor Attack described how the military
services in Washington had failed to bring all the intelligence to-
gether about Japanese plans and intentions and then concluded that
“operational and intelligence work requires centralization of authority
and clear-cut allocation of responsibility.”

Subsequently, in 1947, Congress passed the National Security Act
giving the DCI responsibility for “coordinating the intelligence ac-
tivities of the several Government departments and agencies in the
interest of national security.” ® Concurrently, the President designated
the Director of Central Intelligence as his principal foreign intelli-
gence adviser and established an Intelligence Advisory Committee
(later reconstituted as the United States Intelligence Board) to “ad-
vise” the DCI in carrying out his responsibilities.*

The precise roles and responsibilities of the DCI, however, were not
clearly spelled out. For fear of distracting attention from the principal
objective of the 1947 National Security Act—to unify the armed
services—the White House did not delineate the DCI’s functions in
any detail.’ The Congressional debates also failed to address the extent

! Presidential Directive, 1/22/48, Federal Register, Vol. II, pp. 1337, 1339.

2 Joint Committee on the Investigation of the Pearl Harbor Attack, Report,
pursuant to S. Con. Res. 27, 7/20/46, 79th Cong., 2nd Sess., p. 254.

3 Section 102, National Security Act of 1947, 61 Statutes-at-large 497-499. Pro-
visions of Section 102 are codified at 50 U.S.C. 403.

‘National Security Council Intelligence Directive (NSCID) No. 1, 12/12/47.
The Intelligence Advisory Committee was chaired by the DCI, and was composed
of representatives from the Departments of State, Army, Navy, and Air Force,
the Joint Chiefs of Staff. and the Atomic Energy Commission. In 1957, the Presi-
dent’s Foreign Intelligence Advisory Board recommended that the Intelligence
Advisory Committee be merged with the United States Communications Intelli-
gence Board to perform the overall intelligence coordinating function more ef-
fectively. Consequently, the United States Intelligence Board (USIB) was estab-
lished in 1958.

Under President Ford’s Executive Order No. 11995, 2/18/76, USIB was dis-
solved, but the DCI was given responsibility to “‘establish such committees of col-
lectors, producers and users of intelligence to assist in his conduct of his respon-
sibilities.” ' ~

®Draft Legislative History of the CIA, prepared by the Office of Legislative
Counsel, CIA, July,-19687; and Organizational History of CIA, 1950-1953, pre-
pared by the CIA, p. 27.

(71)
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of DCI authority over the intelligence community. Rather, congres-

sional committees were interested in whether the DCI’s primary

responsibility would be to the military services or whether he would

report directly to the National Security Council (NSC) and the

President.® But the problems facing the DCI were obvious from the

léeginning. According to a 1948 memorandum by the CIA’s General
ounsel :

In its performance of the intelligence functions outlined
in the National Security Act, the primary difficulty exper-
ienced by CIA has been in certain weakness of language
in paragraph 102(d) concerning the meaning of coord-
ination of intelligence activities. Where the Act states “it
shall be the duty of the Agency . . . to advise the National
Security Council . . . [and] to make recommendations to the
National Security Council for the coordination of such intel-
ligence activities,” it has been strongly argued that this places
on the Director a responsibility merely to obtain cooperation
among the intelligence agencies. This weakness of language
and the ensuing controversy might have been eliminated by
the insertion after the phrase “it shall be the duty of the
Agency,” the following words: “and the Director is hereby
empowered,” or some other such phrase indicating the intent
of Congress that the Director was to have a controlling voice
in the coordination, subject to the direction of the National
Security Council.”

Under Senate Resolution 21, the Select Committee has undertaken
for the first time since 1947 a studvy of the manner in which the
successive Directors of Central Intelligence have carried out their
responsibilities, in an effort to determine: (1) whether the DCI’s
assigned responsibilities are proper and sufficient; (2) whether the
DCI has sufficient authority to carry out these responsibilities; (3)
whether the DCI should continue as Director of the Central Intelli-
gence Agency, if he is to play a leadership role for the entire intelli-
gence community; and (4) whether Congress should enact more
explicit or different definitions of the DCI’s responsibilities.

° Hearings before the Senate Armed Services Committee on S. 758, pp. 173-176,
and Hearings before the House Committee on Expenditures in the Executive
Departments on H.R. 2139 (1947). During the House hearings, Representative
Hale Boggs commented :

“I can see . .. even if this bill becomes law, as presentlv set up, a great deal of
room for confusion on intelligence matters. Here we have the Director of the
Central Intelligence Agency, responsible to the National Security Council, and
yet the Director is not a- member of that Council, but he has to get all of his
information down through the chair of the Secretary of National Defense, and
all the other agencies of Government in addition to our national defense agencies.
.. . I just cannot quite see how the man is going to carry out his functions
there without a great deal of confusion, and really more opportunity to put the
blame on somebody else than there is now.”

Secretary of the Navy James Forrestal replied :

“Well, if you have an organization, Mr. Bogegs, in which men have to rely
upon placing the blame, . . . you cannot run any organization, and it goes to
the root really of this whole question. This thing will work, and I have said
from the beginning it would only work, if the components want it to work.”
[Emphasis added.1

”Memorandum from Lawrence R. Houston to the Director, 5/7/48.
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INTRODUCTION

The Pearl Harbor intelligence failure was the primary motivation
for establiching a Director of Central Intelligence. President Truman
desired a national intelligence organization which had access to all
information and would be headed by a Director who could speak au-
thoritatively for the whole community and could insure that the com-
munity’s operation served the foreign policy needs of the President and
his senior advisers.® President Truman and subsequent Presidents have
not wanted to rely exclusively on the intelligence judgments of depart-
ments with vested interests in applying intelligence to support a partic-
ular foreign policy or to justify acquiring a new weapons system.

However, the DCI’s responsibility to produce national intelligence
and to coordinate intelligence activities has often been at variance with
the particular interests and prerogatives of the other intelligence
community departments and agencies. During the Second World War,
the Department of'State and the military services developed their own
intelligence operations. Despite establishment of the Director of Cen-
tral Intelligence in 1946, they have not wanted to give up control over
their own 1ntelligence capabilities. The military services particularly
have argued that they must exercise direct control over peacetime intel-
ligence activities in order to be prepared to conduct wartime military
operations. The State and Defense Departments have steadfastly op-
posed centralized management of the intelligence community under
the DCI.

However, over time the actual degree of conflict between the DCI’s
responsibility to coordinate intelligence activities and the interests of
the other parts of the community has depended on how broadly each
DCI chose to interpret his coordination responsibilities and how he
allocated his time between his three major roles.® The three roles the
DCI plays are: (1) the producer of national intelligence; (2) the
coordinator of intelligence activities; and (3) the Director of the Cen-
tral Intelligence Agency.

A. Tue Propucer oF NATIONAL INTELLIGENCE

As the President’s principal foreign intelligence adviser, the DCI’s
major responsibility is to produce objective and independent national

8 Harry S. Truman, Memoirs, Vol. I1, p. 58.

¥ QUESTION : When you were DCI, did you feel that institutionally or functionally
your position was bumping heads with the DOD intelligence apparatus in different
ways or not, and if not, why not, in view of the structure?

Mr. ScHLESINGER: Well, historically there have been intervening periods of
open warfare and detente. . . Prior to these, one of the problems of the intelligence
community has been the warfare that exists along jurisdictional boundaries, and
this tended to erupt in the period of the 1960’s, in particular when they were
introducing a whole set of new technical collection capabilities ; that open warfare
was succeeded by a period of true detente, but the problem with such detente is
that it tends to be based on marriage contracts and the principle of good fences
make good neighbors, and that a mutual back-scratching and the like, so that
you do not get effective resource management under those circumstances. (James
Schlesinger, testimony, 2/2/76, pp. 29-30.)

207-932 0-76 -6
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intelligence for senior policymakers.”® In so doing, he draws on a
variety of collection methods and on the resources of the departmental
intelligence organizations as well as CIA analysts.* But the DCI
issues national intelligence and is alone responsible for its production.!z
The most important national intelligence which the DCI produces
1s the National Intellicence Estimate (NIE). An NIE presents the
intelligence community’s current knowledge of the situation in a
particular country or on a specific topic and then tries to estimate what
1s going to happen within a certain period of time. NIEs are prepared
for use by those in the highest policy levels of government and rep-
resent the considered judgment of the entire community.’* Major
differences of opinion within the intelligence community are illumi-
nated in the text or in the footnotes. When an NIE is released, however,
it is the DCT’s own national intelligence judgment, in theory free from
departmental or agency biases.1
. To carry out this responsibility to produce independent and objec-
tive national intelligence, DCI Walter Bedell Smith established the
Board of National Estimates in 1950. The Board was comprised of
senior government officials, academicians and intelligence officers and
had a small staff known as the Office of National Estimates (ONE).
One member of the Board would be responsible for supervising the
drafting of the estimates by the ONE staff, for reviewing these judg-
ments collectively for the DCI, and for adjudicating disputes within
the community. When the United States Intelligence Board reviewed
an NIE, the DCI could have confidence in the opinions expressed in
the estimate because each estimate reflected the collective judgment of
his own Board. According to the former chairman of the Board of
National Estimates, John Huizenga :

The Board of National Estimates in fact functioned as a kind
of buffer. It provided procedures by which the departmental
views could be given a full and fair hearing, while at the same
time ensuring that the DCI’s responsibilities to produce in-
telligence from a national viewpoint could be upheld.’s

¥ According to NSCID No. 1, 2/17/72, national intelligence is that intelligence
required for the formulation of national security policy and concerning more
than one department or agency. It is distinguished from departmental intel-
ligence, which is that intelligence in support of the mission of a particular
department.

 Prior to President Ford’s Executive Order No. 11905, 2/18/76. the United
States Intelligence Board, composed of representatives from the various agencies
and departments of the intelligence community, formally reviewed the DCI’s
national intelligence judgments. . :

2 Under President Ford’s BExecutive Order No. 11905. 2/18/76. the DCI will
have responsibility to “supervise production and dissemination of national intel-
ligence.”

& At present, the DCI -briefs the Congress on the judgments contained in his
NIEs. The Congress does not receive the DCI’s NIEs on a regular basis.

“In his role as CIA Director, the DCI also produces current intelligence and
research studies for senior policymakers. These intelligence judgments are pre-
pared by CIA analysts who are supposed to be free from departmental prefer-
ences. Such current reporting is not formally reviewed by the other members of
the intelligence community, but is often informally coordinated.

% John Huizenga testimony, 1/26/76, p. 11.



7

In 1973, Colby replaced the Board and the ONE staff with a new
system of eleven National Intelligence Officers (NIOs). Each NIO has
staff responsibility to the DCI for intelligence collection and produc-
tion activities in his geographical or functional specialty. The NIOs
coordinate the drafting of NIEs within the community. They do not,
however, collectively review the final product for the DCI.*¢ Director
Colby testified that he thought the Board of National Estimates tended
to fuzz over differences of opinion and to dilute the DCI’s final
intelligence judgments.*’ .

In the course of its irvestigation, the Committee concluded that the
most critical problem confronting the DCI in carrying out his respon-
sibility to produce national intelligence is making certain that his in-
telligence judgments are in fact objective and independent of depart-
mental and agency biases. However, this is often quite difficult. A most
delicate relationship exists between the DCI and senior policymakers.
According to John Huizenga :

There is a natural tension between intelligence and policy,
and the task of the former is to present as a basis for the de-
cisions of policymakers as realistic as possible a view of forces
and conditions in the external environment. Political leaders
often find the picture presented less than congenial. . . .
Thus, a DCI who does his job well will more often than not
be the bearer of bad news, or at least will make things seem
disagreeable, complicated, and uncertain. . . . When intelli-
gence people are told, as happened in recent years, that they
were expected to get on the team, then a sound intelligence-
policy relationship has in effect broken down.*®

In addition, the DCI must provide intelligence for cabinet officers
who often have vested interests in receiving information which sup-
ports a particular foreign policy (State Department) or the acquisi-

1 Under the NIO system, the Defense Intelligence Agency (DIA) and the
military services have assumed greater résponsibility for the initial drafting of
military estimates. Because NIOs have no separate staff, they must utilize experts
in the community to draft sections of the estimates. In 1975, DIA prepared the
first drafts of two chapters of the NIE on Soviet offensive and defensive strate-
gic forces. Colby contends that as a consequence, analysts throughout the com-
munity felt more involved. (William Colby testimony, 12/11/75.)

Y According to Colby :

“A board? You say why don’t you have a board also? I have some reservation
at the ivory tower kind of problem that you get out of a board which is too
separated from the rough and tumble of the real world. I think there is a tend-
ency for it to intellectualize and then write sermons and appreciations. . . .

“J think there is a tendency to become institutionally committed to an approach
and to an appraisal of a situation and to begin to interpret new events against
the light of a predetermined approach toward those events. I think that has been
a bother. I like the idea of an individual total responsibility, one man or woman
totally responsible, and then you don’t get any fuzz about how there was a vote,
and therefore I really didn’t like it but I went along and all that sort of thing,
one person totally responsible, I think, is a good way to do it. That can be the
Director or whatever you set up. But I do like that idea of separating out and
making one individual totally responsible so there’s nobody else to go to, and
there’s no way of dumping the responsibility onto somebody else. That really
is my main problem with the board, that it diffuses responsibility, that it does
get out of the main line of the movement of material. (Colby, 12/11/75, pp. 36-37.)

1 Huizenga, 1/26/76, pp. 13-14.
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tion of a new weapon system (Department of Defense).® The
President and NSC staff want confirmation that their policies are suc-
ceeding. Moreover, each NIE has in the past been formally reviewed
by other members of the intelligence community. Although CIA
analysts have developed expertise on issues of critical importance to
national policymakers, such as Soviet strategic programs, most DCIs
have been reluctant to engage in a confrontation with members of the
USIB over substantive findings in national intelligence documents.*
According to John Huizenga :

The truth is that the DCI, since his authority over the intel- -
ligence process is at least ambiguous, has an uphill struggle
to make a sophisticated appreciation of a certain range of
issues prevail in the national intelligence product over against
the parochial views and interests of departments, and espe-
cially the military departments.®

Finally, the DCI’s own analysts in CIA are sometimes accused of
holding an “institutional” bias. According to James Schlesinger:

The intelligence directorate of the CIA has the most com-
petent, qualified people in it, just in terms of their raw intel-
lectual capabilities, but this does not mean that they are free
from error. In fact, the intelligence directorate tends to make
a particular type of error systematically in that the intelli-
gence directorate tends to be in close harmony with the pre-
vailing biases in the intellectual community, in the univer-
sity community, and as the prevailing view changes in that
community, it affects the output of the intelligence
directorate.??

In particular, CIA analysts are sometimes viewed as being predis-
posed to provide intelligence support for the preferences of the arms
control community. According to Schlesinger :

For many years it was said, for example, that the Air
Force had an institutional bias to raise the level of the Soviet
threat, and one can argue that in many cases that it did and
that was a consequence.

* According to Huizenga :

“It should be recognized that the approach of an operating department to intel-
ligence issues is not invariably disinterested. The Department of State sometimes
has an interest in having intelligence take a certain view of a situation because
it has a heavy investment in an ongoing line of policy, or because the Secretary
has put himself on record as to how to think about a particular problem. In the
Defense Department, intelligence is often seen as the servant of desired policies
and programs. At a minimum there is a strong organizational interest in seeing
to it that the intelligence provides a vigorous appraisal of potential threats. It
is not unfair to say that because of the military leadership’s understandable de-
sire to hedge arainst the unexpected, to provide capabilities for all conceivable
contingencies there is a natural thrust in military intelligence to maximize
threats and to oversimplify the intentions of potential adversaries. It is also
quite naturally true that military professionals tend to see military power as the
prime determinant of the behavior of states and of the movement of events in
international polities.” (Huizenga, 1/26/76, pp. 11-12.)

2 Ibid., p. 11.

2 Ibid., p. 12.

#Schlesinger, 2/2/76, pp. 24-25.
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But there developed an institutional bias amongst the
analytic fraternity which ran in the opposite direction. There
was an assumption that the Soviets had the same kind of arms
control objectives that they wished to ascribe or persuade
American leaders to adopt, and as a result.there was a steady
upswing of Soviet strategic capabilities, and the most serious
problem, it seems to me, or the most amusing problem devel-
oped at the close of the cycle when the Soviets had actually
deployed more than 1,000 ICBMs, and the NIEs, as I recall
it, were still saying that they would deploy no more than 1,000
ICBMs because of the prevailing belief in the intelligence
analytic fraternity that the Soviets would level off at 1,000
just as we had.

So one must be careful to balance what I will call the
academic biases amongst the analysts with the operational
biases amongst other elements of the intelligence community.**

Consequently, on the occasions when the DCI does support his own
staff’s recommendations over the objection of the other departments,
the objectivity of the national intelligence product may still be under-
mined by the bias of CIA analysts.

Recognizing all these difficulties, the Select Committee has investi-
gated two particularly difficult cases for Director Helms in an effort
to illustrate the problems the DCI confronts in carrying out his re-
sponsibility to produce objective and independent national intelligence.

During the summer and fall of 1969, the White House and then the
Secretary of Defense indirectly pressured the DCI to modify his
judgments on the capability of the new Soviet SS-9 strategic missile
system. The issues under debate were: (1) whether the SS-9 was a
MIRV (Multiple Independently Targeted Re-entry Vehicle) missile;
and (2) whether the Soviets were seeking to achieve a first strike ca-
pability. The intelligence judgments on these points would be critical
in decisions as to whether the United States would deploy its own
MIRYV missiles or try to negotiate MIRV limitations in SALT (the
Strategic Arms Limitation Talks), and whether the United States
would deploy an Anti-Ballistic Missile (ABM) system to protect the
United States Minuteman missile force against a Soviet first strike.

On the first issue, in June 1969, the President’s Special Adviser for
National Security A ffairs, Henry Kissinger, called Director Helms to
the White House to discuss an estimate on Soviet strategic forces. Kis-
singer and the NSC staff made clear their view that the new Soviet mis-
sile was a MIRV and asked that Helm’s draft be rewritten to provide
more evidence supporting the DCI’s judgment that the SS-9 had no?
demonstrated a MIRV capability. In response, the Chairman of the
Board of National Estimates rewrote the draft, but he did not change
the conclusion: All seven tests of the SS-9 were MRVs (Muiltiple Re-
entry Vehicles) ; they were certainly not independently guided after

® Schlesinger, 2/2/76, pp. 26-27. CIA analysts are also sometimes accused of
being biased in favor of the clandestine intelligence collected by their own agency.
This charge is not, however, supported by a CIA study of what kinds of reporting
CIA analysts themselves find KEY in writing their inteiligence memoranda. For
FY 1974, while CTA analysts considered clandestine reporting to be important,
overt State Department reporting on political and economic subjects was cited
more frequently as KEY. (Annual DDI Survey, FY 1974.)
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separation from the launch vehicle.?* According to testimony by three
Board members, at the time they saw nothing improper in a White
House request to redraft the estimate to include more evidence. How-
ever, in this case, they interpreted the White House request as a subtle
and indirect effort to alter the DCI’s national intelligence judgment.®

On the second issue, three months later, Helms decided to delete a
paragraph in the Board of National Estimates’ draft on Soviet stra-
tegic forces after an assistant to Secretary of Defense Laird informed
Helms that the statement contradicted the public position of the
Secretary.?

The deleted paragraph read:

We believe that the Soviets recognize the enormous diffi-
culties of any attempt to achieve strategic superiority of such
order as to significantly alter the strategic balance. Conse-
quently, we consider it highly unlikely that they will attempt
within the period of this estimate to achieve a first-strike
capability, i.e., a capability to launch a surprise attack against
the U.S. with assurance that the USSR would not itself receive
damage it would regard as unacceptable. For one thing, the
Soviets would almost certainly conclude that the cost of
such an undertaking along with all their other military com-
mitments would be prohibitive. More important, they almost
certainly would consider it impossible to develop and deploy
the combination of offensive and defensive forces necessary
to counter successfully the various elements of U.S. strategic
attack forces. Finally, even if such a project were economically
and technically feasible the Soviets almost certainly would
calculate that the U.S. would detect and match or overmatch
their efforts.?”

Subsequently, the State Department representative on the United
States Intelligence Board inserted the deleted paragraph as a footnote.

% In a memorandum to the USIB representatives, dated 6/16/69, the Director
of the Office of National Estimates, Abbot Smith, stated:

“The Memorandum to Holders of NIE 11-8-68, approved by USIB on 12 June
was discussed at a meeting with Dr. Kissinger and others on Saturday. Out of
this meeting came requests for (a) some reordering of the paper; (b) clarifica-
tion of some points; and (c) additional argument pro and con about the
MRV-MIRV problem. We have accordingly redrafted the paper with these re-
quests in mind. No changes in estimates were asked, nor (we think) have been
made. But the details call for coordination.”

See also, staff summary of Carl Duckett interview, 6/13/75.

* Staff summaries of interviews with John Huizenga, 7/9/75; Abbot Smith,
8/2/75; Williard Mathias, 7/7/75.

* Memorandum from Director Helms to USIB Members, 9/4/69, and staff sum-
mary of Abbot Smith interview, 8/2/75.

According to William Baroody, Secretary Laird’s Special Assistant:

“T am fairly confident that I did not specifically bring pressures to bear on
the Director of Central Intelligence to delete or change any particular paragraph.
We did discuss the differences at the time between, as these documents refresh
my memory, between the DTA concern of that narticular paragraph and the CIA
estimate.” (William Baroody testimony, 2/27/76, p. 4.)

? Draft NIE 11-8-69, approved by the Board of National Estimates prior to
the USIB meeting on August 28, 1969.
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These are stark, and perhaps exceptional, examples of White House
and Defense Department pressures on the DCI, but they illustrate the
kinds of buffeting with which the DCI must contend. Director Helms
testified :

A national intelligence estimate, at least when I was Di-
rector, was considered to be the Director’s piece of paper.
USIB contributed to the process but anybody could contribute
to the process, the estimates staff, individuals in the White
House. And the fact that a paragraph or a sentence was
changed or amended after USIB consideration was not
extraordinary. . . .

So this question which seems to have come up about some-
body influencing one aspect or influencing another aspect of
it, the whole process was one of influences back and forth,
some in favor of this and some in favor of that. . . .

So that was the system then. I don’t know what is the sys-
tem now, but on this issue of the first strike capability one
of the things that occurred in connection with that was a
battle royale over whether it was the Agency’s job to decide
definitively whether the Soviet Union had its first strike
capability or did not have a first strike capability. And this
became so contentious that it seemed almost impossible to
get it resolved.

I have forgotten just exactly what I decided to do about
the whole thing, but I don’t know, I think it was back in ’69.
There was a question about certain footprints and MRVs and
things of this kind, and some people felt that they were very
important footprints and other people thought they were
unimportant footprints, and there’s no question there’s a
battle royale about it.

However, it was resolved however. If you felt that there
was pressure to eliminate one thing, there was a manifold
pressure to put in something else.

But anyway, I don’t really see an issue here.?®

While Helms may not see an issue here, the Committee found that
constant tension exists between the DCI, whose responsibility it is to
produce independent and objective national intelligence, and the agen-
cies, who are required to cooperate in this effort.

A second case investigated by the Select Committee illustrates the
potential problems the DCI confronts in producing relevant national
intelligence for senior policymakers planning highly sensitive mili-
tary operations. In April 1970, following Prince Sihanouk’s ouster,
United States policymakers decided to initiate a military incursion
into Cambodia to destroy North Vietnamese sanctuaries. In makin
this decision, these policymakers had to rely on an earlier (February
NIE and current reporting from the various departments and agen-
cies. They never received a formal DCI national intelligence estimate
or memorandum on the political conditions inside Cambodia after
Sihanouk’s departure or on the possible consequences of such an
American incursion. Why ? Because Director Helms decided in April
not to send such an estimate to the NSC.

® Richard Helms testimony, 1/30/76, pp. 59-61.
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In April 1970, analysts in the Office of National Estimates pre-
pared a long memorandum entitled “Stocktaking in Indochina : Longer
Term Prospects” which included discussion of the broad question of
future developments in Cambodia, and addressed briefly the question
of possible United States intervention: 2

Nevertheless, the governments of Laos and Cambodia are both
fragile, and the collapse of either under Communist pressure
could have a significant adverse psychological and military
impact on the situation in South Vietnam. . . . Because the
events in Cambodia and their impact are harder to predict,
if Hanoi could be denied the use of base areas and sanctuaries
in Cambodia, its strategy and objectives in South Vietnam
would be endangered. Hanoi is clearly concerned over such a
prospect. Cambodia, however, has no chance of being able to
accomplish this by itself; to deny base areas and sanctuaries
in Cambodia would require heavy and sustained bombing
and large numbers of foot soldiers which could only be sup-
plied by the U.S. and South Vietnam. Such an expanded
allied effort could seriously handicap the Communists and
raise the cost to them of prosecuting the war, but, however
successful, it probably would not prevent them from continu-
ing the struggle in some form.*

Helms received this draft memorandum 13 days before the planned
United States incursion into Cambodia. Then the day before the in-
cursion began, Helms decided not to send the memorandum to the
White House. A handwritten note from Helms to the Chairman of
the Board of National Estimates stated: “Let’s take a look at this on
June 1, and see if we would keep it or make certain revisions.”

The Committee has been unable to pinpoint exactly why Director
Helms made this decision.®? One member of the Board of National
Estimates recalled that Helms would have judged it “most counter-

roductive” to send such a negative assessment to the White House.*
eorge Carver, Director Helms’ Special Assistant for Vietnamese Af-
fairs in 1970, objected to this conclusion that Helms refrained from
sending the memorandum forward because he thought the message

# DCI Helms encouraged the analysts to prepare such a memorandum for the
White House. On an early draft, Helms commented to Abbot Smith, Chairman
of the Board of National Estimates: “O.K. Let’s develop the paper as you sug-
gest and do our best to coordinate it within the Agency. But in the end I want
a good paper on this subject, even if I have to make the controversial judgments
myself. We owe it to the policymakers I feel.” (Richard Helms, 4/7/70.)

® «Jtocktaking in Indochina: Longer Term Prospects,” ONE memorandum,
4/17/70, para. 69.

 Helms told the Committee:

“Unfortunately my memory has become hazy about the reasons for decisions
on the papers you identify... . . In a more general way let me try to be help-
ful to you (I will assume that you have or will talk to [George] Carver and that
you will give reasonable weight to hic ¢c»mments. In the first p'ace, it is almost
impossible at this late date to recreate all the relevant circumstances and con-
siderations which went into decisions of the kind you are examining, made six
years ago. Secondly, it is dangerous to examine exhaustively one bead to the
exclusion of other hends in the necklace.” (Telegram from Richard Helms to the
Select Committee, 3/23/76.)

2Qtaff summary of James Graham interview, 2/5/76.



81

would be unpalatable or distressing to the White House.*® Rather,
Carver argued that Helms judged that it would not be appropriate
to send forward a memorandum drafted by analysts who did not know
about the planned U.S. military operation.

According to Carver’s testimony, Helms was told in advance about
the planned incursion under the strict condition that he could not
inform other intelligence analysts, including the Chairman of the
Board of National Estimates and the CIA intelligence analysts work-
Ing on Indochina questions. Then because the analysts were not in-
formed, Helms decided not to send forward their memorandum on
Indochina.

According to Carver:

He [Helms] thought that it might be unhelpful, it might
indeed look a little fatuous, because the people who had pre-
pared it and drafted it were not aware that the U.S. was on
the verge of making a major move into Cambodia, hence their
commentary was based on the kind of unspoken assumption
that there was going to be no basic operational change in the
situation, as they projected over the weeks and months im-
mediately ahead.®

Further, Carver speculated that Helms probably felt he would not
be listened to if it were immediately open to the counterattack that the
analysts did not know of the planned operations.?** In effect, Carver
argues that in carrying out the President’s restriction on discussing
the planned operations, Helms denied his analysts the very informa-
tion he considered necessary for them to have to provide intelligence
judgments for senior policymalkers. Helms took this decision even
though the memorandum in question included a judgment on the pos-
sible consequences of United States intervention in Cambodia.

Thus, for whatever combination of reasons, in the spring of 1970
prior to the Cambodia incursion, the DCI did not provide senior
policymakers formally with a national intelligence memorandum
which argued that the operation would not succeed in thwarting the
North Vietnamese effort to achieve control in Indochina.

Six weeks later, while the Cambodia incursion was still underway,
the State Department requested a Special NIE(SNIE) on North
Vietnamese intentions which would include a section on the impact of
the United States intervention in Cambodia. A draft estimate was
prepared and coordinated within the intelligence community, just as
the incursion was ending. The estimate began with a number of caveats
such as: “Considerable difficulties exist in undertaking this analysis at
this time. Operations in Cambodia are continuing and the data on re-
sults to date is, in the nature of things, incomplete and provisional.”
The draft went on to say that assessing Hanoi’s intentions is always a
difficult exercise but “even more complicated in a rapidly moving situ-

® George Carver testimony, 3/5/76, p. 30.

% Ibid., p. 10. Carver told the Committee that his overall judgments were “based
on what I am reasonably convinced is a recollection of a series of conversations,
although I cannot cite to you a specifie conversation or give you a Memorandum
for the Record that says that.” (Ibid., p. 15.)

s Ibid., pp. 22-23.
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ation, in which there are a number of unknown elements, particularly
with respect to U.S. and Allied courses of action.” With respect to the
situation in Cambodia, the estimate concluded :

Although careful analysis of these losses sugeests that the
Communist situation is by no means critical, it is necessary to
retain a good deal of caution in judging the lasting impact
o}f1 the Cambodian affair on the Communist position in Indo-
china.?%

Despite all these qualifications, Helms again decided not to send the
estimate to the White House. While Helms does not recall the reasons
for his decision, he did tell the Committee:

In my opinion there is no way to insulate the DCI from un-
popularity at the hands of Presidents or policymakers if he
is making assessments which run counter to administrative
policy. That is a built-in hazard of the job. Sensible Presi-
dents understand this. On the other hand they are human
too, and in my experience they are not about to place their
fate in the hands of any single individual or group of indi-
viduals. In sum, make the intelligence estimates, be sure they
reach the President personally, and use keen judgment as to
the quantity of intelligence paper to which he should be sub-
jected. One does not want to lose one’s audience, and this is
easy to do if one overloads the circuit. No power has yet been
found to force Presidents of the United States to pay atten-
tion on a continuing basis to people and papers when confi-
dence has been lost in the originator.*®

Nevertheless, as John Huizenga testified:

In times of political stress on intelligence, there is more a
question of invisible pressures that might cause people to feel
that they were being leaned upon, even though nobody asked
them to take out some words or add some words . .. When
intelligence producers have a general feeling that they are
working in a hostile climate, what really happens is not so
much that they tailor the product to please, although that’s
not been unknown, but more likely, they avoid the treatment
of difficult issues.®”

In the end, the DCI must depend on his position as the President’s
principal intelligence adviser or on his personal relationship with the
President to produce objective and independent national intelligence.?®
Organizational arrangements such as the Board of National Esti-
mates may, nevertheless, help insulate the DCI from pressures; but

3 Draft SNIE 14-3-70.

® melegram from Richard Helms to the Select Committee, 3/23/76.

* Huizenga, 1/26/76, pp. 20-21.

® John Huizenga testified that “there were very few instances of gross inter-
ference.” While “it’s fair to say [the Cambodia and SS-9 cases] were gross, par-
ticularly the SS-9 case,” objectivity and independence are difficult to uphold
when political consensus breaks down over foreign policy issues. Huizenga
concluded, “the experience of these years persuade me that we have yet to prove
that we can have in times of deep political division over foreign policy a profes-
sional, independent, objective intelligence system.” (Huizenga, 1/26/76, p. 9.)
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only if they are used. In the cases of the SS-9 and Cambodia, Helms
took the decisions without consulting with the Board collectively.

B. CoorpiNaTOR OF INTELLIGENGE ACTIVITIES
1. The Intelligence Process

In theory, the intelligence process works as follows. The President
and members of the NSC—as the major consumers of foreign intel-
ligence—define what kinds of information they need. The Director
of Central Intelligence with the advice of other members of the intel-
ligence community establishes requirements for the collection of dif-
ferent kinds of intelligence. (An intelligence requirement is defined
as a consumer statement of information need for which the informa-
tion is not already at hand.) Resources are allocated both to develop
new collection systems and to operate existing systems to fulfill the
intelligence requirements. The collection agencies—the National Se-
curity Agency (NSA), CIA, DIA, and the military services—manage
the actual collection of intelligence. Raw intelligence is then assembled
by analysts in CIA, DIA, the State Department, and the military
services and produced as finished intelligence for senior policymakers.

In practice, however, the process is much more complicated. The
following discussion treats the Committee’s findings regarding the
means and methods the DCI has used to carry out his responsibility
for coordinating intelligence community activities.

2. Managing Intelligence Collection

Although the responsibility of the DCI to coordinate the activities
of the intelligence community is most general, the DCIs have tended
to interpret their responsibility narrowly to avoid antagonizing the
other departments and agencies in the intelligence community. While
DCIs have sought to define the general intelligence needs of senior
United States policymakers, they have not actually established intel-
ligence collection requirements or chosen specific geographical targets.

The individual departments establish their own intelligence collec-
tion requirements to fulfill their perceived national and departmental
needs. For example, DIA compiles the Defense Intelligence Objectives
and Priorities document (DIOP) which is a single statement of intel-
ligence requirements for use by all DOD intelligence components, in
particular, Defense attaches, DIA production elements, the intelli-
gence groups of the military services, and the military commands. The
DIOP contains a listing by country of nearly 200 intelligence issues
and assigns a numerical priority from one to eight to each country and
topic. The State Department sends out ad hoc requests for informa-
tion from United States missions abroad: Although the Department
does not compile a formal requirements document, Foreign Service
Officer reporting responds to the information needs of the Secretary
of State.

In the absence of authority to establish intelligence requirements,
the DCI relies on issuing general collection guidance to carry out his
coordinating responsibilities. The DCI annually defines United States
substantive intelligence priorities for the coming year in a DCI Direc-
tive. This sets out an elaborate matrix arraying each of 120 countries
against 83 intelligence topics and assigning a numerical priority from
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1 to 7 for each country and topic combination. Since 1973, the DCI
has also distributed a memorandum called the DCI’s “Perspectives”
which defines the major intelligence problems policymakers will face
over the next five years; a memorandum known as the DCI’s “Objec-
tives” which details the general resource management and substantive
intelligence problems the community will face in the upcoming year;
and the DCI’s “Key Intelligence Questions” (KIQs) which identify
topics of particular importance to national policymakers.

All these documents have in the past been reviewed by members of
the intelligence community on USIB, but the DCI cannot compel the
departments and agencies to respond to this guidance. For example,
the Defense Intelligence Objectives and Priorities “express the
sgpectrum of Defense intelligence objectives and priorities geared
specifically to approved strategy” derived from the Joint Chiefs of
Staff. But the DIOP does not include a large number of economic,
political and sociological questions which the Defense Department
considers inappropriate for it to cover. Consequently, Defense-con-
trolled intelligence assets do not give priority to non-military ques-
tions even though such questions are established as priorities in the
DCTI’s guidance.

In addition, through three intelligence collection committees of the
United States Intelligence Board, DCIs have tried in the past to rec-
" oncile the different departmental requirements and to insure that the
interests of the entire community are brought to bear in the intelligence
collectors’ operations.®® The Committee on Imagery Requirements and
Exploitation (COMIREX) dealt with photographic reconnaissance.*
The SIGINT Committee coordinated the collection of signals and
communications intelligence.** The Human Resources Committee dealt
with overt and clandestine human collection.*?

In the collection of overhead photography and signals intelligence,
the DCI through the COMIREX and SIGINT Committees provides
guidance as to targets and amounts of coverage. These Committees also
administer a complex accounting system designed to evaluate how
well, in technical terms, the specific missions have fulfilled the various
national and departmental requirements. Because of the nature of over-
head collection, the whole community can participate in selecting the
targets and in evaluating its success. The operating agency is respon-
sive solely to requirements and priorities established by the USIB
committees. At the same time, the DCI alone cannot direct which
photographs to take or when to alter the scope of coverage. The role
of the DCI is to make sure that the preferences of the entire commu-
nity are taken into account when targets are chosen.

® Under President Ford’s Executive Order No. 11905, these three collection
committees will probably continue under the DCI’s responsibility to establish
“such committees of collectors, producers, and users to assist in his conduct of
his responsibilities.”

“ Tn 1955, Richard Bissell, a Special Assistant to the DCI, set up an informal
Ad-Hoc Requirements Committee (ARC) to coordinate collection requirements
for the U-2 reconnaissance program. Membership initially included representa-
tives of CIA, the Army, Navy, and Air Force. Later representatives of NSA, the
Joint Chiefs of Staff, and the State Department were added. Tn 1960, with the
development of a new overhead reconnaissance system, the ARC was supplanted
by a formal USIB Committee, the Committee on Overhead Reconnaissance or
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For example, prior to the Middle East war in 1973, the USIB
SIGINT committee recommended that the Middle East be a priority
target for intelligence collection if hostilities broke out, and asked
NSA to evaluate the intelligence collected and to determine appro-
priate targets. When the war broke out, NSA implemented this USIB
guidance. Later in the week, the same committee discussed and ap-
proved DIA’s recommendation to change the primary target of one
collector. The DCI did not order the changes or direct what intelli-
gence to collect, but through the USIB mechanism he insured that
the community agreed to the retargeting of the system.

The DCI has been less successful in involving the entire intelligence
community in establishing collection guidance for NSA operations or
for the clandestine operations of CIA’s Directorate of Operations.
These collection managers have substantial latitude in choosing which
activities to pursue; and the DCI has not yet established a mechanism
to monitor how well these collectors are fulfilling the DCI’s com-
munity guidance.

During 1975, USIB approved a new National SIGINT Require-
ments System, an essential feature of which requires USIB to initiate a
formal community review and approval of all SIGINT requirements.
In addition, each requirement must contain a cross reference to per-
tinent DCI priorities and specific KIQs. However, this system does

COMOR. COMOR’s responsibilities included coordination of collection require-
ments for the development and operation of all overhead reconnaissance systems.
As these programs grew and the volume of photographs increased, serious prob-
lems of duplication in imagery exploitation prompted the DCI and the Secretary
of Defense to establish a special joint review group. Subsequently, it recom-
mended the establishment of the National Photographic Interpretation Center
(NPIC) and the creation of a new USIB Committee to coordinate both collection
and exploitation of national photographic intelligence. In 1967, COMIREX was
established.

“ During World War II, the military services controlled all communications
intelligence. After the war, a U.S. Communications Intelligence Board (USCIB)
was established to coordinate COMINT activities for the NSC and to advise the
DCI on COMINT issues. However, in 1949 the Secretary of Defense set up a
separate COMINT board under the Joint Chiefs of Staff to oversee the military’s
COMINT activities, and this arrangement stood for three years, despite the
DCI’s objections. In 1952, NSA was established with operational control over
COMINT resources and the Secretary of Defense was given executive authority
over-all COMINT activities. At the same time, the USCIB was reconstituted .
under the chairmanship of the DCI to advise the Director of NSA and the
Secretary of Defense. In 1958, the USCIB was merged with the Intelligence
Advisory Committee to form the United States Intelligence Board. The COMINT
Committee of the USIB was formed soon thereafter; this became the SIGINT
Committee in 1962 when its responsibilities were extended to include ELINT.

* General Bennett, Director of the Defense Intelligence Agency, proposed in
1970 the establishment of a USIB subcommittee to provide a national-level forum
to coordinate the various human source collection programs, both overt and
clandestine. Following objections from the CIA’s Directorate of Operations,
Director Helms decided instead to establish an ad hoc task force to study the
whole range of HUMINT problems. After a year’s study, the task force recom-
mended the establishment of a USIB committee on a one-year trial basis. The
President’s Foreign Intellizence Advicory Board (PFIAB). in a separate study,
also endorsed the idea. Subsequently, the Human Sources Committee was accord-
ed permanent status in June 1974 and in 1975 its name was changed to the
Human Resources Committee.
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not vest in the DCI operational authority over NSA and its collection
systems.** The Director of NSA will still determine which specific
communications to monitor and which signals to intercept. In a crisis,
the Secretaries of State and Defense and the military commanders will
continue to be able to task NSA directly and inform the DCI and
the SIGINT Committee afterwards.

In contrast to technical intelligence collection where the DCI has
sought expanded community involvement in defining requirements,
DCIs have not been very receptive to Defense Department interests in
reviewing CIA’s clandestine intelligence collection. In part, the DCIs.
have recognized the difficulty of viewing human collection as a whole,
since it comprises many disparate kinds of collectors, some of which
are not even part of the intelligence community. For example, Foreign
Service Officers do not view themselves as intelligence collectors,
despite the large and valuable contribution FSQO reporting makes to the
overall national human intelligence effort. In addition, the CIA’s
Clandestine Service (DDQ) has lobbied against a USIB Human
Sources Committee, fearing that it would compromise the secrecy of
their very sensitive operations.*t

So DCIs, as Directors of the agency responsible for collecting
intelligence clandestinely, resisted establishment of a permanent
USIB committee to review human collection until 1974.45 When
established, the Committee was specifically not given responsibility
for reviewing the operational details or internal management of the
individual departments or agencies. In the case of “sensitive” infor-
mation, departments and agencies were authorized to withhold infor-
mation from the Committee and report directly to the DCI.

It is not surprising, therefore, that the Human Resources Com-
mittee has only just begun to expand community influence over human
collection. The Committee issues a general guidance document called
the Current Intelligence Reporting List (CIRL). Although the mili-
tary makes some use of this document, the DDO instructs CIA
Stations that the CIRL is provided only for reference and does not
constitute collection requirements for CIA operations. The Human

“ William Colby testified before the Committee :

“I think it is clear I do not have command authority over the [NSA}. That
_ is not my authority. On the other hand, the National Security Council Intelli-
gence Directives do say that I do have the job of telling them what these priori-
ties are and what the subjects they should be working on are.” (William Colby
testimony, 9/29/75, pp. 20-21.)

“The DCI currently exercises some control over military clandestine opera-
tions. The Chief of Station in each country is the DCI's “designated representa-
tive” and has responsibility for coordinating all military clandestine opera-
tions. In the past, the DDO has only objected if the projects were not worth the
risk or duplicated a DDO operation. The Chief of Station rarely undertook to
evaluate whether the military operations could be done openly or would be
suceassful,

“While the DCI has final responsibility for the clandestine collection of
intelligence. he still faces problems in coordinating the clandestine and technical
collection programs in his own agency. Illustrative of this is the recent estab-
lishment of a National Intelligence Officer (NIO) for Snecial Activities to help
the DCI focus DDO operations on three or four central intellizence gaps. Direc-
tor Colby determined that only through a special assistant conld he break down
the separate cultures of DDO and technieal intelligence collection and the barriers
between the intelligence analysts and DDO.
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Resources Committee has initiated community-wide assessments of
human source reporting in individual countries which emphasize the
ambassador’s key role in coordinating human collection activities in
the field. But the Committee has not defined a national system for
establishing formal collection requirements for the various human
intelligence agencies.

In summary, the DCI does not have authority to manage any collec-
tion programs outside his own agency. The DCI only issues general
guidance. The departments establish their own intelligence collection
requirements and the collection managers (NSA, DIA, CIA, and
the military services) retain responsibility for determining precisely
which intelligence targets should be covered. President Ford’s Execu-
tive Order does not change the DCI role in the management of
intelligence collection activities.

3. Allocating Intelligence Resources

In a 1971 directive, President Nixon asked Director Helms to plan
and review all intelligence activities including tactical intelligence
and the allocation of all resources to rationalize intelligence priorities
within budgetary constraints.*® Since 1971, the DCI has prepared
recommendations to the President for a consolidated national intelli-
gence program budget. Director Helms, in his first budget recommen-
dations, proposed a lid on intelligence spending, noting that “we
should rely on cross-program adjustments to assure that national
interests are adequately funded.”*’ However, prior to President
Ford’s Executive Order, the DCI has had no way to insure author-
itatively that such objectives were realized.

The DCI has independent budget authority over only his own
agency which represents only a small percentage of the overall
national intelligence budget. As chairman of an Executive Committee
or ExCom for special reconnaissance activities, the DCI has been
involved in the preparation of the program budget for the develop-
ment and management of the major United States technical collection
systems. However, differences of opinion between the DCI and the
other member of the ExCom, the Assistant Secretary of Defense
for Intelligence, were referred to the Secretary of Defense for resolu-
tion. The Secretary of Defense in his budget allocated the remaining
intelligence community resources.

The DCI’s role in the Defense intelligence budget process was in
effect that of an adviser. The DCI’s “Perspectives,” which analyze
the political, economic, and military environment over the next five
years, have had little impact on the formulation of Defense intelli-
gence resource requirements. According to John Clarke, former Asso-

# ¢ Announcement Outlining Management Steps for Improving the Effectiveness
of the Intelligence Community,” November 5, 1971, 7 Pres. Docs. p. 1482. Nixon
sought to enhance the ro'e of the DCI as community leader and to give the DCI
responsibility to coordinate Defense Department technical collection operations
with other intelligence programs. Nixon’s directive followed a comprehensive’
study of the intelligence community by the Office of Management and Budget
(known as the Schlesinger Report) which recommended a fundamental reform
in the infelligence community’s decisionmaking bodies and procedures.

# Director of Central Intelligence, National Intelligence Program Memorandum,
FY 1974, p. 44.
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ciate Deputy to the Director of Central Intelligence for the Intelli-
gence Community, the “Perspectives” “did not have any great bearing
on the formal guidances that the different departments naving intel-
ligence elements used in deciding how much they needed or how many
dollars they required for future years.” * The military services and
DIA responded to the fiscal guidance issued by the Secretary of
Defense.

The DCD’s small staff of seven professionals in the Resource Re-
view Oftfice of the Intelligence Community Staff kept a low profile
and spent most of its time gathering information on the various
Defense intelligence activities. They did not provide an independent
assessment of the various programs for the DCL Consequently, the
DCI rarely had sufficient” knowledge’ or confidence to challenge a
Defense Department recommendation. When the DCI did object, he
generally focused on programs where he thought the Defense Depart-
ment was not giving adequate priority to intelligence activities in
which the President had a particular interest.

For example, partly as a result of the intense concern by the NSC
staff, the DCI expended substantial effort to insure that two Air
Force ships, initially built to operate on the Atlantic missile range
monitoring Cape Canaveral firings, continued to be available to
monitor foreign missile activities. When in 1970-1971, the number of
United States missile tests decreased substantially, the Air Force
proposed that both ships be retired. The DCI, in turn, requested an
intelligence community study which concluded that the ships were
essential for foreign intelligence purposes. Consequently, the DCI
brokered an arrangement for a sharing of the ships’ cost within the
Department of Defense. Today, a little under 20 percent of the ship
program is devoted to intelligence needs. The DCI had neither the
authority to direct the retention of these Air Force ships nor sufficient
resources to take over their funding for intelligence purposes to insure
that they were not retired. Nevertheless, the DCI played a definite
role in working out an arrangement whereby at least one ship will
be available until the national intelligence requirement can be met
by another means.*®

In practice, the DCI only watched over the shoulder of the Assistant
Secretary of Defense for Intelligence as he reviewed the budget re-
quests of DIA, NSA, and the military services, If the DCI wished
to raise a particular issue, he had a number of possible forums. He could
set up an ad hoc interagency study group or discuss the question in
the Intelligence Resources Advisory Committee (IRAC).*® He could
highlight resource issues in the annual fall joint OMB-Defense
Department review of the Defense budget or in his December letter to
the President presenting the consolidated national intelligence budget.
However, the groups were only advisory to the DCI and had no
authority over the Secretary of Defense. The joint review and the

® John Clarke testimony, 2/5/76, pp. 15-16.

© According to Carl Duckett, the CIA’s Deputy Director of Science and
Technology, “frankly we had to fight very hard the last two years to keep the
shipsactive at all.” (Carl Duckett testimony, 11/10/75, pp. 106-107.)

% TRAC was established in 1971 to advise the DCI in preparing a consolidated
intelligence program budget for the President. Members included representatives
from the Departments of State and Defense, OMB, and the CIA. TRAC was
abolished by President Ford’s Executive Order of 2/18/76. .
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DCT’s letter to the President occurred so late in the Defense Depart-
ment budget cycle that the DCI had little opportunity to effect any
significant changes.

Thus, the DCI’s national budget recommendations were for the
most part the aggregate figures proposed by the various Defense
agencies. The DCI did not provide an independent calculated evalua-
tion of the entire national intelligence budget. The DCI did not
present the President with broad alternative options for the alloca-
tion of national intelligence resources., The DCI was not able to effect
trade-offs among the different intelligence programs or to reconcile
differences over priorities. Finally, the President’s decisions on the
intelligence budget levels were not based upon the recommendations
of the DCI, but rather upon Defense Department totals. According to
John Clarke:

I would have to submit that in my judgment I do not think
the Presidents have used the Director’s recommendations
with respect to the intelligence budgets. There have been few
exceptions where they have solidified behind the Director’s
appeal, but fundamentally he has looked to the Secretary of
Defense to decide what level of intelligence activities there
should be in the defense budget.®

Because the Secretary of Defense had final authority to allocate
most of the intelligence budget, the DCI either had to “persuade” the
Secretary to allocate Defense intelligence resources according to the
Director’s recommendations or take his case directly to the President.
According to James Schlesinger :

. . . the authority of whoever occupies this post, whatever
it is called comes from the President. . .. To the extent that
it is believed that he has the President’s ear, he will find
that the agencies or departments will be responsive, and if it
is believed that he does not have the President’s ear, they will
be unresponsive.>?

But because the DCI must expend . substantial political capital in
taking a Defense budget issue to the President, he rarely has sought
Presidential resolution. Over the past five years, the DCI went directly
to the President only twice. Both these issues involved expensive
technical collection systems, and both times the DCI prevailed.

In summary, DCIs have not been able to define priorities for the
allocation of intelligence resources—either among the different sys-
tems of intelligence collection or among intelligence collection, anal-
ysis, and finished intelligence. Without authority to allocate intelli-
gence budget resources, DCIs have been unable to. insure that un-
warranted duplication and waste are avoided.

4. Key Intelligence Questions

As described above, DCIs have confronted major problems in seek-
ing to carry out their coordinating responsibilities under the 1947
National Security Act. They have not had authority to establish re-
quirements for the collection or production of national intelligence.

= Clarke, 2/5/76, . 27.
*2 Schlesinger, 2/2/76, pp. 43, 45.

207-932 O-76-17
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They have not been able to institute an effective means to evaluate
how well the community is carrying out their guidance. They have
not had a mechanism to direct the allocation of intelligence resources
to insure that the intelligence needs of national policymakers are met.

To help solve these problems, Director Colby instituted a new in-
" telligence management system known as the Key Intelligence
Questions (KIQs). Through formation of a limited number of KIQs,
Colby tried to focus collection and production efforts on critical policy-
maker needs and to provide a basis for reallocating resources toward
priority issues.’® This section will briefly highlight the resistance which
Colby’s new management scheme provoked and the difficulties experi-
enced in evaluating the overall community efforts.

The KIQ scheme had four stages. First the DCI issued the KIQs.
Then the National Intelligence Officers (NIOs) with representatives
from the various collection and production agencies developed a
strategy to answer the individual KIQs. After surveying what in-
formation was currently available to answer the KIQs, the various
agencies made commifments to collect and produce intelligence
reports “against” the various KIQs. At the end of the year, the DCI
evaluated the intelligence community’s performance.

The KIQ management process has finished its first full year of
operation and a beginning has been made to provide intelligence con-
sumers with the opportunity to make known their priorities for intelli-
gence collection and production. Collection managers have been
brought together in developing a strategy to answer key questions and
analysts have received guidance as to the kinds of reports they should
produce. In addition, the DCI now has before him considerable in-
formation about how the intelligence community is focusing on
intelligence questions which are important to senior national policy-
makers. He should be in a better position to show collection and
production managers where they have failed to meet their commit-
ments to work against individual KIQs or to spend a high percentage
of their resources on KIO-related activities.

However, while the KIQ concept is imaginative. the management
tool has enconntered serious problems. First, the KIQ svystem does not
solve the DCI’s problem of trying to establish priorities in intelli-
gence collection and production. Few topics are not included under
one KIQ or another. The KIQs have not vet been meshed with the
egnstingi requirements system. While the KIQs are supposed to estab-
lish collection and production requirements in lieu of the DCI’s Di-
rective on priorities, both continue to exist today. The Defense Depart-
ment has not only continued to issue the DIOP but has produced its
own Defense Key Intelligence Questions (DKIQs) which number over
1,000. Instead of providing a means for the DCI to establish priorities
for the intelligence community, the KIQs to date have added another
layer of requirements. ’

% Yn FY 1975, there were 69 KIQs. drafted by the DCI’s National Tntelligence
Officers in consultation with the NSC Intelligence Committee working group.
Approximately one-third of the KIQs dealt with Soviet foreign policy motivations
and military technology. The other KIQs dealt with such issues as the negoti-
ating position of the Arabs and Israelis, the terrorist threat, etc. ’

L}
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Second, Colby’s management scheme has met strong resistance
from the collection and the production agencies. After one year it is
difficutt to identify many intelligence activities that have changed
because of the KiQs. 'I'he W1} Strategy Keports were issued nine
months after the Ki1Qs and tended to list collection and production ac-
tivities already under way. T'he DCI was not in a position to direct
the various members of the intelligenee community to undertake com-
mitments tor diiferent colieccion eiforts, and tne Strategy KHeports
rarely contained new commitments. .

While all agencies participated, DIA and DDO have responded to
the KIQs onity insofar as they were consistent with their respective
Internal col.ection objectives. DIA’s “K1() Collection Performance
Report” pointed out that “the Detrense Attaché system primarily re-
sponds to the DKIQs and JSOP [Joint Strategic Objectives Pian]
objectives and therefore, responses to KIQs will have to maintain con-
sistency with the two aforementioned collection guidance vehicles.” >
In fact, DIA writes its “Intelligence Collection Kequests” and “Con-
tinuing Intelligence Requirements,” and they are then keyed back to
the relevant K1Qs, somewhat as an afterthought.®

The Deputy irector of Operations for the CIA issues his “Ob-
jectives” for the collection of clandestine human intelligence, While
these are derived from the KIQs, these “Objectives” are in fact the
collection requirements of the Clandestine Service. Since it takes so
long to recruit agents, DDO considers it is not in a position to respond
to specific K1Qs dealing with near-term intelligence gaps unless a
source is already in place. Moreover, DDO determined not to deflect
or divert its effort to satisfy KIQs unless the questions happened to
fall within DDO internal objectives.

DIA and DDO invoked the KIQs to justify their operations and
budgets, however they did not appear to be shaping the programs to
meet K1¢) objectives. Without authority to direct resources to answer
the specific Key Intelligence Questions, the DCI had little success in
compelling the major collectors and producers of intelligence to re-
spond to the KIQs, if they were unwilling. Only NSA has made a
serious effort to insure that their collection requirements are respon-
sive to the KIQs. In USIB meetings, NSA Director General Allen
argued that the KIQs should be viewed as requirements for the in-
telligence community and the KIQ Strategy Reports should provide
more detailed instructions to field elements for collection.

Colby’s new management scheme also failed to establish a workable
evaluation process. NIOs provided subjective judgments as to how well
the community had answered each KIQ and an assessment of the rela-
tive contribution of each agency. Although NIOs discussed their assess-
ments with consumers, they had no staff to conduct a systematic and

% DIA, “KIQ Collection Performance Report,” 8/18/75.

®In FY 1975, only 7 percent of DIA’'s attaché reports responded to
KIQs. Out of 2,111 attaché reports against the KIQs only 34 of the 69 were
covered. According to DIA, military attachés have access to particular types of
information and it would be unfair to assume they had the capability to respond
to all the KIQs.

% Minutes of USIB meeting, 2/6/75.. Approximately 70 percent of NSA's re-
quirements for FY 1975 were KIQ-related, and about 50 percent of its operations
and maintenance budget could be ascribed to the KIQs.
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independent review of how well the community had answered the
questions, Furthermore, NIOs did not base their evaluations on any
specific kinds of information, such as all production reports or all raw
intelligence collected on a particular KIQ. They commented on how
well the agencies had carried out their commitments in the Strategy
Reports without asking the collectors for any information about what
activities they undertook or what amount of money had been spent.
They merely took the collector’s word that something had or had not
been done. Finally, they did not develop a method to insure that the
judgments of the individual NIOs were consistent with each other,

In addition, the IC Staff aggregated the amount of resources ex-
pended by the various collection and production managers in answer-
ing each KIQ and determined what problems had been encountered.
However, collection and production managers prepared cost estimates
of the activities expended against individual KIQs according to an
imprecisely defined process. And although the IC Staff provided
guidance as to how to do the calculations, the decisions as to how best
to estimate costs were left to the individual agencies. Not surprisingly,
the agencies employed different methods.®” Consequently, the cost es-
timates were not comparable across agencies, and the IC Staff had no
way of making them comparable, since they could not change the dif-
ferent accounting systems in the various intelligence agencies.®®

In summary, the evaluation process did not permit a comparison
of total efforts and results against the KIQs on a community-wide
basis. Colby lacked the necessary tools to use the KIQ management
system to effect resource allocation decisions. The DCT at best was in
a position to shame recalcitrants into action by pointing up stark fail-
ures in a particular agency’s efforts against the KIQs. The KIQ process
was only a surrogate for DCI authority to allocate the intelligence
resources of the community.

Colby’s frustrations in trying to direct intelligence community
efforts via the KIQ process are indicative of the DCI’s limited au-
thority. Within the present intelligence structure, an effort to get the
DDO and DIA to respond to what the DCT has defined as key policy-
maker intelligence questions met considerable resistance. Thus, the
most important issue raised by the KIQ management experience is not
how to refine the process but whether the DCI can really succeed in
directing collection and production activities in the intelligence com-
munity toward critical policymaker needs without greater authority
over the allocation of resources.

¥ For example, DIA begins with the assumption that 60 percent of the De-
fense attaché budget goes for collection. This figure is then multiplied by the
percentage of attaché reports which responded to KIQs and the total cost ex-
pended against the KIQs was calculated to be $1.8 million. In contrast, DDO
calculates cost according to the IC Staff’s recommended formula, which estt-
mates the number of manhours devoted against the KIQs and multiplies the es-
timate by an average production manhour cost.

% Tn addition, while the State Department provides cost estimates of INR's
intelligence production costs, it did not submit collection cost statistics, main-
taining that Foreign Service reports were not intelligence collection. So the
evaluation process did not provide a complete picture of intelligence collection on
individual KIQs.
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5. President Ford’s Executive Order

On February 18, 1976, President Ford announced a reorganization
of the intelligence community to “establish policies to improve the

uality of intelligence needed for national security, to clarify the au-
thority and responsibilities of the intelligence departments and agen-
cies. . . .” The major change introduced by the President is the
formation of the Committee on Foreign Intelligence (CFI) chaired
by the DCI and reporting directly to the NSC. The CFI will have
responsibility to: (1) “control budget preparation and resource al-
location for the National Foreign Intelligence Program;” (2) “estab-
lish policy priorities for the collection and production of national
intelligence;” (3) “establish policy for the management of the Na-
tional Foreign Intelligence Program;” and (4) “provide guidance
on the relationship between tactical and national intelligence.” ®

It is still too soon to pass judgment as to. whether the Executive
Order will aid the DCT in his efforts to coordinate the activities of the
intelligence community. By making the DCI chairman of the CFI,
the Executive Order appears to enhance the stature of the DCI by
expanding his role in the allocation of national intelligence resources.
But, as in the case of the Nixon directive in 1971, the DCI appears to
have been given an expanded set of responsibilities without a real
reduction in the authority of other members of the intelligence com-
munity over their own operations. There exist many ambiguities in the
language of the Executive Order, particularly with regard to the role
of the CFL.

The CF1 is given responsibility to “control budget preparation and
resource allocation” for national intelligence programs, but the Sec-
retary of Defense retains responsibility to “direct, fund, and op-
erate NSA.” The CFT is asked to “review and amend” the budget
prior to submission to OMB, as if the CFI will not control the prep-
aration of the budget but rather would become involved only after the
agencies and departments independently put together their own
budget. Finally, the relationship is not clear between the DCI’s re-
sponsibility to “ensure the development and submission of a budget”
and the CFI’s responsibility to “control budget preparation.”

Moreover, the specific prohibition against DCY and CFI responsi-
bility for tactical intelligence appears to be a step backward from the
1971 Nixon directive which asked the DCI to plan and review the
allocation of al intelligence resources. While DCIs since 1971 have
not become deeply involved in such tactical intelligence questions, they
have reserved the right to become involved; and on several occasions
they have supported efforts to transfer money from the national
Defense Department intelligence budget to the budgets of the military
services, or vice versa. There are, in addition, at least theoretical trade-
offs to be made between tactical and national intelligence, especially
since the dividing mark between all intelligence operations has become
increasingly blurred with the development of large and expensive
technical collection systems.

* Executive Order No. 11805. Other members of the CFI will be the Deputy
Secretary of Defense for Intelligence and the Deputy Assistant to the President
for National Security Affairs.
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C. Dmrecror or TaE CIA

At the same time the DCI has responsibility for coordinating the
activities of the entire community, he also has direct authority over
the intelligence operations of the CIA. As Director, the DCI runs
covert operations and manages the collection of clandestine human
intelligence (Directorate of Operations); manages the collection of
signals intelligence abroad and allocates resources for the development
and operation of certain technical collection systems (Directorate of
Science and Technology); and produces current intelligence and
finished intelligence memoranda (Directorate of Intelligence).

The fact that the DCIs have also directed the operations of the
CIA has had a variety of consequences. First, DCIs have tended to
focus most of their attention on CIA operations. The first Directors
were preoccupied with organizing and establishing CIA and with
defining the Agency’s role in relation to the other intelligence orga-
nizations. While Allen Dulles and Richard Helms were DCI, each
spent considerable time running covert operations. John McCone
focused on improving the CIA’s intelligence product and developing
new technical collection systems when he was Director. Admiral
Raborn emphasized refining the Agency’s budgetary procedures.*

Second, by having their own capabilities to collect and produce
intelligence, DCIs have been able to assert their influence over the
intelligence activities of the other members of the intelligence com-
munity. John Clarke, former Associate Deputy to the DCI for the
Intelligence Community, testified that Helms objected to the sugges-
tion that CIA get rid of all its SIGINT activities because he needed
“something to keep [his] foot in the door” so he could “look at the
bigger problem.” ¢ According to Clarke:

. . . to some degree historically, the Director’s involvement
has not only been based upon good, healthy competition
among systems, which I think is good, but the directors have
seen it as an opportunity to give them a voice at the table in
judgments which have importance to their higher role, a
larger role as Director of CI.2

However, this ability to assert influence in turn has had another
consequence: DCIs have been accused of not being able to nlay an
objective role as community leader while they have responsibility for
directing one of the community’s intelligence agencies. Potential con-
flict exists in decisions with respect to eve TA activity. For ex-
ample, on each of the two occasions that the DCI went directly to the
President to object to a Defense Department budget recommendation,
the DCI won Presidential support for a CIA-developed technical
collection system. Such DCI advocacy raises the fundamental ques-
tion of whether the DCI can indeed be an objective community leader
if he is also Director of the CIA which undertakes research and devel-
opment on technical collection systems. According to James
Schlesinger:

There has always been concern and frequently there has
been the reality that the DCI does not overlook all these

 Colby, 12/11/75, pp. 4-5.
@ Clarke, 2/5/76, p. 59.
@ Ibid., pp. 59-60.
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assets in a balanced way . . . as long as the DCI has special
responsibility for the management of clandestine activities,
that it tends to affect and to some extent contaminate his
ability to be a spokesman of the community as a whole in-
volving intelligence operations which are regarded as reason-
ably innocent from the purview of American life.

omponents of the intelligence community other than
the CIA have feared that the DCI would be tempted to
expand the authority of the CIA in the collection activities
relative to the other components of the intelligence com-
munity. And there has been some evidence that supports such
suspicion. . . .

‘What I believe is at the present time you have got incon-
sistent expectations of the DCI. He’s supposed to be the fair
judge amongst the elements of the intelligence community
at the same time that CIA personnel expect him to be a
special advocate for the CIA. You cannot have both roles.®

President Ford’s Executive Order seeks in part to reduce the conflict
of interest problem by establishing two Deputies to the DCI, one for
intelligence community affairs and one for CIA operations. The DCI
and his Deputy for community affairs will have offices in downtown
Washington. Nevertheless, the DCI will continue to have an office at
CIA headquarters and to have legal responsibility for the operations
of the Agency and at the same time general responsibility for coordi-
nating the activities of the entire intelligence community.

® Schlesinger, 2/2/76, pp. 8, 49.



VI. HISTORY OF THE CENTRAL INTELLIGENCE AGENCY
- InTRODUCTION 1

The current political climate and the mystique of secrecy surround-
ing the intelligence profession have created misperceptions about the
Central Intelligence Agency. The CIA has come to be viewed as an
unfettered monolith, defining and determining its activities independ-
ent of other elements of government and of the direction of American
foreign policy. This is a distortion. During its twenty-nine year his-
tory, the Agency has been shaped by the course of international events.
by pressures from other government agencies, and by its own internal
norms. An exhaustive history of the %IA would demand an equally
exhaustive history of American foreign policy, the role of Congress
and the Executive, the other components of the intelligence community,
and an examination of the interaction among all these forces. Given
the constraints of time and the need to pursue other areas of research,
this was an impossible task for the Committee. Nonetheless, recogniz-
ing the multiple influences that have contributed to the Agency’s de-
velopment, the Committee has attempted to broadly outline the CIA’s
organizational evolution.

An historical study of this nature serves two important purposes.
First, it provides a means of understanding the Agency’s present struc-
ture. Second, and more importantly, by analyzing the causal elements
in the CIA’s patterns of activity, the study should illuminate the pos-
sibilities for and the obstacles to future reform in the U.S. foreign
intelligence system.

The concept of a peacetime central intelligence organization had
its origins in World War II with the Office of Strategic Services
(OSS). Through the driving initiative and single-minded determina-
tion of General William J. Donovan, sponsor and later first director
of OSS, the organization became the United States’ first central in-
telligence body. Although OSS was disbanded in 1945 and its func-

*This section is the summary version of a longer history to be published as an
Appendix to the Committee’s Final Report. This section and the longer history
are based on four principal groups of sources. Since classification restrictions pre-
vent citing individual sources directly, the categories of sources are identified as
follows: (1) approximately seventy-five volumes from the series of internal CIA
histories, a rich if uneven collection of studies, which deal with individual com-
ponents of the CIA, the administrations of the Directors of Central Intelligence,
and specialized areas of intelligence analysis. The histories have been compiled
since the late 1940’s and constitute a unique institutional memory. (2) approxi-
mately sixty interviews with present and retired Agency employees. These in-
terviews were invaluable in providing depth of insight and understanding to the
organization. (3) special studies and reports conducted both within and outside
the Agency. They comprise reviews of functional areas and of the overall admin-
istration of the CIA. (4) documents and statistics supplied to the Select Commit-
tee by the CIA in response to specific requests. They include internal communica-
tions, budgetary allocations, and information on grade levels and personnel
strengths.

97)
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tional components reassigned to other government agencies, the exist-
ence of OSS was important to the CIA. First, 0SS provided an orga-
nizational precedent for the CIA ; like 0SS, the CIA included clandes-
tine collection and operations and intelligence analysis. Second, many
0SS personnel later joined the CIA; in 1947, the year of the CIA’s
establishment, approximately one-third of the CIA’s personnel were
OSS veterans. Third, OSS suffered many of the same problems
later experienced by the CIA; both encountered resistance to the
execution of their mission from other government agencies, both ex-
perienced the difficulty of having their intelligence analysis “heard,”
and both were characterized by the dominance of their clandestine op-
erational components. .

Despite the similarities in the two organizations, OSS was an 1n-
strument of war, and Donovan and his organization were regarded by
many as a group of adventurers, more concerned with derring-do op-
erations than with intelligence analysis. The post-war organization
emerged from different circumstances from those that had fostered
the development of OSS. ’

Following the War, American policymakers conceived the idea
of a peacetime central intelligence organization with a specific pur-
pose in mind—to provide senior government officials with high-quality,
objective intelligence analysis. At the time of the new agency’s crea-
tion, the military services and the State Department had their own
independent intelligence capabilities. However, the value of their anal-
ysis was limited, since their respective policy objectives often skewed
their judgments. By reviewing and synthesizing the data collected by
the State Department and the military services, a centralized body was
intended to produce national intelligence estimates independent of
policy biases. “National” intelligence meant integrated interdepart-
mental intelligence that exceeded the perspective and competence of
individual departments and that covered the broad aspects of national
policy. “Estimates” meant predictive judgments on the policies and
motives of foreign governments rather than descriptive summaries
of daily events or “current intelligence.”

Although policymakers agreed on the necessity for national intel-
ligence estimates, they did not anticipate or consider the constraints
that would impede achievement of their objective. As a result, the CTA
assumed functions very different from its principal mission, becoming
a competing producer of current intelligence and a covert operational
instrument in the American cold war offensive.

The establishment of the Central Intelligence Agency coincided
with the emergence of the Soviet Union as the antagonist of the United
States. This was the single most important external factor in shaping
the Agency’s development. Of equal importance were the internal orga-
nizational arrangements that determined the patterns of influence
within the Agency. In exploring the Agency’s complex development,
this summary will address the following questions: What institutional
and jurisdictional obstacles prevented the Agency from fulfilling its
original mission? To what extent have these obstacles persisted? In
what ways have U.S. foreign policy objectives influenced priorities in
the Agency’s activities? What internal arrangements have determined
the Agency’s emphases in intelligence production and in clandestine
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activities? What accounts for the continued dominance of the clan-
destine component within the Agency ¢ How have individual Directors
of Central Intelligence defined their roles and what impact have their
definitions had on the direction of the Agency? What impact did
technological developments have on the Agency and on the Agency’s
relationship with the departmental intelligence services?

This study is not intended to catalogue the CIA’s covert operations
but to present an analytical framework within which the CIA’s poli-
cies and practices may be understood. The following section summa-
rizes the Agency’s evolution by dividing its history into four segments:
1946-1952; 1953-1961; 1962-1970; and 1971-1975. Each period con-
stitutes a distinct phase in the Agency’s development.

A. Tae CENTRAL INTELLIGENCE GROUP AND THE CENTRAL INTELLIGENCE
AceENcy: 1946-1952

The years 1946 to 1952 were perhaps the most crucial in deter-
mining the functions of the central intelligence organization. The
period marked a dramatic transformation in the mission, size and
structure of the new entity. In 1946 the Central Intelligence Group
(CIG), the CIA’s predecessor, was conceived and established as an
intelligence coordinating body to minimize the duplicative efforts of
the Departments and to provide objective intelligence analysis to senior
policymakers. By 1952 the Central Intelligence Agency was engaged
in independent intelligence production and covert operations. The CIG
was an extension of Executive departments; its personnel and budget
were allocated from State, Army and Navy. By 1952 the CIA had
developed into an independent government agency commanding man-
power and budget far exceeding anything originally imagined.

1. The Origins of the Central Intelligence Group

As World War II ended, new patterns of decisionmaking emerged
within the United States Government. In the transition from war
to peace policymakers were redefining their organizational and in-
formational needs. As President, Franklin Roosevelt maintained a
highly personalized style of decisionmaking, relying primarily on in-
formal conversations with senior officials. Truman preferred to confer
with his cabinet officers as a collective body. This meant that officials
in the State, War and Navy departments were more consistent partici-
pants in Presidential decisions than they had been under Roosevelt.
From October through December 1945, U.S. Government agencies
engaged in a series of policy debates about the necessity for and the
nature of the future United States intelligence capability.

Three major factors dominated the discussions. The first was the
issue of postwar reorganization of the Executive branch. The debate
focussed around the question of an independent Air Force and the
unification of the services under a Department of Defense. Discussion
of a separate central intelligence agency and its structure, authority,
and accountability was closely linked to the larger problem of defense
reorganization.

Second, it was clear from the outset ti.at no department was willing
to consider resigning its existing intelligence function and accompany-
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ing personnel and budgetary allotments to a central agency. As
departmental representatives aired their preferences, maintenance of
independent capabilities was an accepted element in defining future
organization. Coordination, not centralization, was the maximum that
each Department was willing to concede.

Third, the functions under discussion were intelligence analysis and
the dissemination of intelligence. The shadow of the Pearl Harbor
disaster dominated policymakers’ thinking about the purpose of a
central intelligence agency. They saw themselves rectifying the condi-
tions that allowed Pearl Harbor to happen—a fragmented military-
based intelligence apparatus which in current terminology could not
distinguish “signals” from “noise,” let alone make its assessments
available to senior officials.

Formal discussion on the subject of the central intelligence func-
tion began in the fall of 1945. The Departments presented their sep-
arate views, while two independent studies also examined the issue.
Inherent in all of the recommendations was the assumption that the
Departments would control the intelligence product. None advocated
giving a central independent group sole responsibility for collection
and analysis. All favored making the central intelligence body re-
sponsible to the Departments themselves rather than to the President.
Each Department lobbied for an arrangement that would give itself
an advantage in intelligence coordination.

The Presidential directive establishing the Central Intelligence
Group reflected these preferences. The Departments retained autonomy
over their intelligence services, and the CIG’s budget and staff were
to be drawn from the separate agencies. Issued on January 22, 1946,
the directive provided the CIG with a Director chosen by the Presi-
dent. The CIG was responsible for coordination, planning, evaluation,
and dissemination of intelligence. The National Intelligence Au-
thority (NTA), a group comprised of the Secretary of State, the
Secretary of War, the Secretary of the Navy, and a personal repre-
sentative of the President served as the Group’s supervisory body.
" The Intelligence Advisory Board (TAB), which included the heads
of the militarv and civilian intelligence agencies, was an advisory
group to the Director of Central Intelligence (DCI).

Through budget, personnel, and oversight, the Denartments had
assured control over the Central Intelligence Group. The CIG was
a creature of departments that were determined to maintain inde-
pendent capabilities as well as their direct advisory relationship to
the President. In January 1946 they succeeded in doing both; by re-
taining autonomy over their intelligence operations, they established
the strong institutional claims that would persist for the lifetime
of the Central Intelligence Agency.

2. The Directors of Central Intelligence, 1946-1952

At a time when the new agency was developing its mission, the role
of its senior official was crucial. The Director of Central Intelligence
was responsible for representing the agency’s interests to the Depart-
ments and for pressing its jurisdictional claims. In large part the
strength of the agency relative to the Departments was dependent on
the stature that the DCI commanded as an individual. The four DCIs
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from 1946 to 1952 ranged from providing only weak leadership to
firmly solidifying the new organization in the Washington bureauc-
racy. Three of the four men were career military officers. Their appoint-
ments were indicative of the degree of control the military services
managed to retain over the agency and the acceptance of the services’
primary role in the intelligence process.

Sidney Souers, the first DCI, served from January to June 1946.
Though a rear admiral, he was not a military careerist but a business
executive, who had spent his wartime service in naval intelligence.
He accepted the job with the understanding that he would remain
only long enough to establish an organization. Having participated
in the drafting of the directive which created CIG, Souers had a fixed
concept of the central intelligence function—one that did not chal-
lenge the position of the departmental intelligence components.

Under Lieutenant General Hoyt Vandenberg, CIG moved beyond
production of coordinated intelligence to acquire a clandestine col-
lection capability as well as authority to conduct independent re-
search #nd analysis. Vandenberg was an aggressive, ambitious per-
sonality, and as the nephew of Arthur Vandenberg, Chairman of the
Senate Foreign Relations Committee, exerted considerable influence
on behalf of the CIG. In May 1947, Vandenberg was succeeded by
Rear Admiral Roscoe Hillenkoetter. Two months after Hillenkoetter’s
appointment, the CIG was reconstituted as the Central Intelligence
Agency. Hillenkoetter did not command the personal stature to suc-
cessfully assert the Agency’s position relative to the Departments.
Nor did he possess the administrative ability to manage the Agency’s
rapidly expanding functions.

It was precisely because of Hillenkoetter’s weakness that General
Walter Bedell Smith was selected to succeed him in October 1950.
Nicknamed “the American Bulldog” by Winston Churchill, Smith was
a tough-minded, hard-driving, often intimidating career military of-
ficer who effected major organizational changes during his tenure.
Smith’s temperament and his senior military status made him one of
the strongest DCIs in the Agency’s history. He left the Agency in
February 1953.

3. The Evolution of the Central Intelligence Function, 1946-1952

The CIG had been established to rectify the duplication among
the military intelligence services and to compensate for their biases.
The rather vaguely conceived notion was that a small staff in the CIG
would assemble and review the raw data collected by the departmental
intelligence services and produce objective national estimates for the
use of senior American policymakers. Although in theory the concept
was reasonable and derived from informational needs, institutional
resistance make implementation virtually impossible. The depart-
mental services jealously guarded both their information and what
they believed were their prerogatives in providing policy guidance to
the President, making the CIG’s primary mission an exercise in futil-
ity. Limited in the execution of its responsibility for coordinated esti-
mates, the CIG emerged within a year as a current intelligence
producer, generating its own summaries of daily events and thereby
competing with the Departments in the dissemination of information.
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An important factor in the change was the CIG’s authorization to
carry out independent research and analysis “not being presently per-
formed” by the other Departments. Under this authorization, granted
in the spring of 1946, the Office of Reports and Estimates (ORE) was
established. ORE’s functions were manifold—the production of na-
tional current intelligence, scientific, technical, and economic in-
telligence as well as interagency coordination for national estimates.
With its own research and analysis capability, the CIG could carry
out an independent intelligence function without having to rely on the
departments for data. The change made the CIG an intelligence pro-
ducer, while still assuming the continuation of its role as a coordina-
tor for estimates.

Yet acquisition of a research and analysis role meant that inde-
pendent production would outstrip coordinated intelligence as a
primary mission. Fundamentally, it would be far easier to assimilate
and analyze data than it had been or would be to engage the Depart-
ments in producing “coordinated” analysis.

The same 1946 directive which provided the CIG with an independ-
ent research and analysis capability also granted the CIG a clandestine
collection capability. Since the end of the war, the remnant of OSS’s
clandestine collection capability rested with the Strategic Services
Unit (SSU), then in the War Department. In the postwar dismantling
of OSS, SSU was never intended to be more than a temporary body,
and in the spring of 1946 SSU’s duties, responsibilities and personnel
were transferred to CIG along with SSU’s seven overseas field stations
and communications and logistical apparatus.

The transfer resulted in the establishment of the Office of Special
Operations (0SO). OSO was responsible for espionage and counter-
espionage. From the beginning the data collected by OSO was highly
compartmented. ORE did not draw on OSO for its raw information.
Instead, overt collection was ORE’s major source of data.

Since its creation CIG had had two overt collection components.
The Domestic Contact Service (DCS) solicited domestic sources, in-
cluding travellers and businessmen for foreign intelligence informa-
tion on a voluntary basis. The Foreign Broadcast Information Service
(FBIS) an element of OSS, monitored overseas broadcasts. These
components together with foreign publications provided ORE with
most of its basic information.

The acquisition of a clandestine collection capability and authoriza-
tion to carry out independent research and analysis enlarged CIG’s
personnel strength considerably. As of June 1946 the total CIG staff
numbered approximately 1,816, Proportionately, approximately one-
third were overseas with OSO. Of those stationed in Washington,
approximately half were devoted to administrative and support func-
tions, one-third were assigned to OSO, and the remainder to intelli-
gence production.

The passage of the National Security Act in July 1947 legislated
the changes in the Executive branch that had been under discussion
since 1945. The Act established an independent Air Force, provided
for coordination by a committee of service chiefs, the Joint Chiefs of
Staff (JCS), and a Secretary of Defense, and created the National
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Security Council (NSC). The CIG became an independent depart-
ment and was renamed the Central Intelligence Agency.

Under the Act, the CIA’s mission was only loosely defined, since
efforts to thrash out the CIA’s duties in specific terms would have con-
tributed to the tension surrounding the unification of the services. The
four general tasks assigned to the Agency were (1) to advise the NSC
on matters related to national security; (2) to make recommendations
to the NSC regarding the coordination of intelligence activities of the
Departments; (3) to correlate and evaluate intelligence and provide
for its appropriate dissemination and (4) “to perform such other
functions . . . as the NSC will from time to time direct. . ..”

The Act did not alter the functions of the CIG. Clandestine collec-
tion, overt collection, production of national current intelligence and
interagency coordination for national estimates continued, and the per-
sonnel and internal structure remained the same.

The Act affirmed the CIA’s role in coordinating the intelligence
activities of the State Department and the military—determining
which activities would most appropriately and most efficiently be
conducted by which Departments to avoid duplication. In 1947 the
Intelligence Advisory Committee (IAC) was created to serve as a
coordinating body in establishing intelligence requirements * among
the Departments. Chaired by the DCI, the Committee included repre-
sentatives from the Departments of State, Army, Air Force, the Joint
Chiefs of Staff, and the Atomic Energy Commission. Although the
DCTI was to establish priorities for intelligence collection and analysis,
he did not have the budgetary or administrative authority to control
the departmental components. Moreover, no Department was willing
to compromise what it perceived -as-its own intelligence needs to
meet, the collective needs of policymakers as defined by the DCI.

As the CIA evolved between 1947 and 1950, it never fulfilled its
estimates function but continued to expand its independent intelligence
production. In July 1949 an internal study conducted by a senior
ORE staff member stated that ORE’s emphasis in production had
shifted “from the broad long-term type of problem to a narrowly
defined short-term type and from the predictive to the non-predictive
type.” In 1949 ORE had eleven regular publications. Only one of
these addressed national intelligence questions and was published
with the concurrence or dissent of the other departments. Less than
one-tenth of ORE’s products were serving the purpose for which the
CIG and the CIA had been created.

4. The Reorganization of the Intelligence Function, 1950

By the time Walter Bedell Smith became DCI in 1950, it was clear
that the CIA’s record on the production of national intelligence esti-
mates had fallen far short of expectation. ORE had become a direc-
tionless service organization, attempting to answer requirements levied
by all agencies related to all manner of subjects—politics, economics,
science, and technology. The wholesale growth had only confused
ORE’s mission and led the organization into attempting analysis in
areas already adequately covered by other departments. Likewise, the

2 Requirements constitute the informational objectives of intelligence collec-
tion, e.g., in 1947 determining Soviet troop strengths in Eastern Europe.
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obstacles posed by the Departments prevented the DCI and the
Agency from carrying out coordination of the activities of the depart-
mental intelligence components.

These problems appeared more stark following the outbreak of
the Korean War in June 1950. Officials in the Executive branch and
members of Congress criticized the Agency for its failure to predict
more specifically the timing of the North Korean invasion of South
Korea. Immediately after his appointment as DCI in October 1950,
Smith discovered that the Agency had no current coordinated esti-
mate of the situation in Korea. Under the pressure of war, demands
for information were proliferating, and it was apparent that ORE
could not meet those demands.

Smith embarked on a program of reorganization. His most signifi-
cant change was the creation of the Office of National Estimates
(ONE), whose sole purpose was to produce National Intelligence
Estimates (NIEs). There were two components in ONE, a staff which
drafted the estimates and a senior body, known as the Board of Na-
tional Estimates, which reviewed the estimates, coordinated the judg-
ments with other agencies, and negotiated over their final form.

Smith also attempted to redefine the DCI’s position in relation to
the departmental intelligence components. From 1947 to 1950 the DCIs
had functioned at the mercy of the Departments rather than exercising
direction over them. By formally stating his position as the senior
member of the Intelligence Advisory Committee, Smith tried to as-
sume a degree of administrative control over departmental activities.
Nonetheless, the obstacles remained, and personal influence, rather
than recognized authority, determined the effectiveness of Smith and
his successors in interdepartmental relationships.

In January 1952, CIA’s intelligence functions were grouped under
the Directorate for Intelligence (DDI), ORE was dissolved and
its personnel were reassigned. In addition to ONE, the DDI’s
intelligence production components included : the Office of Research
and Reports (ORR), which handled economic and geographic intelli-
gence; the Office of Scientific Intelligence (OSI), which engaged in
basic scientific research ; and the Office of Current Intelligence (OCI),
which provided current political research. Collection of overt infor-
mation was the responsibility of the Office of Operations (OO). The
Office of Collection and Dissemination (OCD) engaged in the dis-
semination of intelligence as well as storage and retrieval of un-
evaluated intelligence.

The immediate pressures for information generated by the Korean
War resulted in continued escalation in size and intelligence produc-
tion. Government-wide demands for the Agency to provide informa-
tion on Communist intentions in the Far East and around the world
justified the increases. By the end of 1953 DDI personnel numbered
3,338. Despite the sweeping changes, the fundamental problem of
duplication among the Agency and the Departments remained. DDI’s
major effort was independent intelligence production rather than co-
ordinated national estimates.

5. Clandestine Operations

The concept of a central intelligence agency developed out of a
concern for the quality of intelligence analysis available to policy-
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makers. The 1945 discussion which surrounded the creation of the CIG
focussed exclusively on the problem of production of coordinated intel-
ligence judgments. Two years later, debates on the CIA in both the
Congress and the Executive assumed only a collection and analysis
role for the newly constituted Agency. Yet, within one year of the
passage of the National Security Act, the CIA was charged with the
conduct of covert psychological, political, paramilitary, and economic
activities.® The acquisition of this mission had a profound impact on
the direction of the Agency and on its relative stature within the
government.

The suggestion for the initiation of covert operations did not origi-
nate in the CIA, but with senior U.S. officials, among them Secretary
of War James Patterson, Secretary of Defense James Forrestal, Sec-
retary of State George Marshall, and George Kennan, Director of the

-State Department’s Policy Planning Staff. Between 1946 and 1948
policymakers proceeded from a discussion of the possibility of initiat-
Ing covert psychological operations to the establishment of an organi-
zation to conduct a full range of covert activities. The decisions were
gradual but consistent, spurred on by the growing concern over Soviet
intentions.

By late 1946 cabinet officials were preoccupied with the Soviet
threat, and over the next year their fears intensified. For U.S. policy-
makers, international events seemed to be a sequence of Soviet incur-
sions. In March 1946 the Soviet Union refused to withdraw its troops
from the Iranian province of Azerbaijan; two months later civil war
involving Communist rebel forces erupted in Greece. In 1947 Com-
munists assumed power in Poland, Hungary and Rumania, and in the
Philippines the government was under attack by the Hukbalahaps, a
communist-led guerrilla group. In February 1948 Communists staged
a successful coup in Czechoslovakia. At the same time France and
Italy were beleaguered by a wave of Communist-inspired strikes. Poli-
cymakers could, and did, look at these developments as evidence of
the need for the United States to respond.

In March 1948 near hysteria gripped the U.S. Government with
the so-called “war scare.” The crisis was precipitated by a cable from
General Lucius Clay, Commander in Chief, European Command, to
Lt. General Stephen J. Chamberlin, Director of Intelligence, Army
General Staff, in which Clay said, “I have felt a subtle change in
Soviet attitude which I cannot define but which now gives me a feeling
that it [war] may come with dramatic suddenness.” The war scare
launched a series of interdepartmental intelligence estimates on the
likelihood of a Soviet attack on Western Europe and the United
States. Although the estimates concluded that there was no evidence
the U.S.S.R. would start a war, Clay’s cable had articulated the degree
of suspicion and outright fear of the Soviet Union that was shared
by policymakers in 1948.

For U.S. officials, the perception of the Soviet Union as a global
threat demanded new modes of conduct in foreign policy to supple-

? Psychological operations were primarily media-related activities, including
unattributed publications, forgeries, and subsidization of publications; political
action involved exploitation of dispossessed persons and defectors, and support to
political parties; paramilitary activities included support to guerrillas and sabo-
tage; economic activities consisted of monetary and fiscal operations.
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ment the traditional alternatives of diplomacy and war. Massive
economic aid represented one new method of achieving U.S. foreign
policy objectives. In 1947 the United States had embarked on an un-
precedented economic assistance program to Europe with the Truman
Doctrine and the Marshall Plan. By insuring economic stability, U.S.
officials hoped to limit Soviet encroachments. Covert operations rep-
resented another, more activist departure in the conduct of U.S. peace-
time foreign policy. Covert action was an option that was something
more than diplomacy but still short of war. As such, it held the
promise of frustrating Soviet ambitions without provoking open
conflict. '

The organizational arrangements for the conduct of covert opera-
tions reflected both the concept of covert action as defined by U.S. offi-
cials and the perception of the CIA as an institution. Both the
activities and the institution were regarded as extensions of the State
Department and the military services. Covert action was to serve a
support function to foreign and military policy preferences, and the
CIA was to provide the vehicle for the execution of those preferences.

In June.1948, a CIA component, the Office of Special Projects, soon
renamed the Office of Policy Coordination (OPC), was established
for the execution of covert operations. The specific activities included
psychological warfare, political warfare, economic warfare, and para-
military activities. OPC’s budget and personnel were appropriated
within CIA allocations, but the DCI had no authority in determining
OPC’s activities. Responsibility for the direction of OPC rested with
the Office’s director, appointed by the Secretary of State. Policy guid-
ance—decisions on the need for specific activities—came to the OPC
director from State and Defense, bypassing the DCL. |

In recommending the development of a covert action capability in
1948, policymakers intended to make available a small contingency
force with appropriate funding that could mount operations on a lim-
ited basis. Senior officials did not plan to develop large-scale con-
tinuing activities. Instead, they hoped to establish a small capability
that could be activated when and where the need occurred—at their
discretion.

6. The Office of Policy Coordination, 1948-1952

"OPC developed into a far different organization from that envi-
sioned by Forrestal, Marshall, and Kennan. By 1952, when it merged
with the Agency’s clandestine collection component, the Office of Spe-
cial Operations, OPC had innumerable activities worldwide, and it
had achieved the institutional independence that was unimaginable
at the time of its inception.

The outbreak of the Korean War in the summer of 1950 had a sig-
nificant effect on OPC. Following the North Korean invasion of South
Korea, the State Department as well as the Joint Chiefs of Staff re-
quested the initiation of paramilitary activities in Korea and China.
OPC(C’s participation in the war effort contributed to its transforma-
tion from an organization that was to provide the capability for a
limited number of ad hoc operations to an organization that conducted
continuing, ongoing activities on a massive scale. In concept, man-
power, budget, and scope of activities, OPC simply skyrocketed. The
comparative figures for 1949 and 1952 are staggering. In 1949 OPC’s
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total personnel strength was 302; in 1952 it was 2,812 plus 3,142 over-
seas contract personnel. In 1949 OPC’s budget figure was $4,700,000;
in 1952 it was $82,000,000. In 1949 OPC had personnel assigned to
seven overseas stations; in 1952 OPC had personnel at forty-seven
stations.

Apart from the impetus provided by the Korean War several other
factors converged to alter the nature and scale of OPC’s activities.
First, policy direction took the form of condoning and fostering ac-
tivity without providing scrutiny and control. Officials throughout the
government regarded the Soviet Union as an aggressive force, and
OPC(C’s activities were initiated and justified on the basis of this shared
perception. The series of NSC directives which authorized covert op-
erations laid out broad objectives and stated in bold terms the neces-
sity for meeting the Soviet challenge head on. After the first 1948
directive authorizing covert action, subsequent. directives in 1950 and
1951 called for an intensification of these activities without establish-
ing firm guidelines for approval. State and Defense guidance to OPC
quickly became very general, couched in terms of overall goals rather
than specific activities. This allowed OPC maximum latitude for the
initiation of activities or “projects,” the OPC term.

Second, OPC operations had to meet the very different policy needs
of the State and Defense Departments. The State Department encour-
aged political action and propaganda activities to support its diplo-
matic objectives, while the Defense Department requested paramili-
tary activities to support the Korean War effort and to counter Com-
munist-associated guerrillas. These distinct missions required OPC to
develop and maintain different capabilities, including manpower and
support material.

The third factor contributing to OPC’s expansion was the organi-
zational arrangements that created an internal demand for projects.
To correlate the requirements of State and Defense with its operations,
OPC adopted a project system rather than a programmed financial
system. This meant that OPC activities were organized around proj-
ects rather than general programs or policy objectives and that OPC
budgeted in terms of anticipated numbers of projects. The project
system had important internal effects. An individual within OPC
judged his own performance, and was judged by others, on the im-
portance and number of projects he initiated and managed. The result
was competition among individuals and among the OPC divisions to
generate the maximum number of projects. Projects remained the
fundamental units around which covert activities were organized, and
two generations of Agency personnel have been conditioned by this
system.

7. OPC Integration and the OPC-080 Merger

The creation of OPC and its ambiguous relationship to the Agency
precipitated two major administrative problems: the DCI’s relation-
ship to OPC, and antagonism between O%’C and the Agency’s clandes-
tine collection component, the Office of Special Operations. DCI Wal-
ter Bedell Smith acted to rectify both problems.

¢ Congress in 1949 enacted legislation exempting the DCI from the necessity
of accounting for specific disbursements.
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As OPC continued to grow, Smith’s predecessor, Admiral Hillen-
koetter, resented the fact that he had no management authority over
OPC, although its budget and personnel were being allocated through
the CIA. Hillenkoetter’s clashes with the State and Defense Depart-
ments as well as with Frank G. Wisner, the Director of OPC, were
frequent. Less than a week after taking office, Smith announced that as
DCI he would assume administrative control of OPC and that State
and Defense would channel their policy guidance through him rather
than through Wisner. On October 12, 1950, the representatives of
State, Defense and the Joint Chiefs of Staff formally accepted the
change. The ease with which the shift occurred was primarily a result
of Smith’s own position of influence with the Departments.

OPC’s anomalous position in the Agency revealed the difficulty of
maintaining two separate organizations for the execution of varying
but overlapping clandestine activities. The close “tradecraft” rela-
tionship between clandestine collection and covert-action, and the
frequent necessity for one to support the other was totally distorted
with the separation of functions in OSO and OPC. Organizational
rivalry rather than interchange dominated the relationship between
the two components. '

On the operating level the conflicts were vicious. Each component
had representatives conducting separate operations at each overseas
station. Given the related missions of the two, OPC and OSO person-
nel were often competing for the same agents and, not infrequently, at-
tempting to wrest agents from each other. In 1952 the outright hostility
between the two organizations in Bangkok required the direct interven-
tion of the Assistant Director for Special Operations, Lyman Kirk-
patrick. There an important local official was closely tied to OPC, and
OSO was trying to lure him into its employ.

Between 1950 and 1952 Smith took several interim steps to encour-
age coordination between the two components. In August 1952 OSO
and OPC were merged into the Directorate for Plans (DDP).
The lines between the OSO “collectors” and the OPC “operators”
blurred rapidly, particularly in the field, where individuals were called
upon to perform both functions.

The merger did not result in the dominance of one group over
another; it resulted in the maximum development of clandestine
operations over clandestine collection. For people in the field, rewards
came more quickly through visible operational accomplishments than
through the silent, long-term development of agents required for clan-
destine collection. In the words of one former high-ranking DDP
official, “Collection is the hardest thing of all; it’s much easier to
plant an article in a local newspaper.”

To consolidate the management functions required for the burgeon-
ing organization, Smith created the Directorate for Adminis-
tration (DDA). From the outset, much of the DDA’s effort supported
field activities. The Directorate was responsible for personnel, budget,
security, and medical services Agency-wide. However, one quarter of
DDA’s total personnel strength was assigned to logistical support for
overseas operations.
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By 1953 the Agency had achieved the basic structure and scale it
retained for the next twenty years. The Korean War, United States
foreign policy objectives, and the Agency’s internal organizational
arrangements had combined to produce an enormous impetus for
growth. The CIA was six times the size it had been in 1947.

Three Directorates had been established. The patterns of activity
within each Directorate and the Directorates’ relationships to one
another had developed. The DDP commanded the major share of the
Agency’s budget, personnel, and resources; in 1952 clandestine col-
lection and covert action accounted for 74 percent of the Agency’s
total budget;® its personnel constituted 60 percent of the CIA’s per-
sonnel strength. While production rather than coordination dominated
the DDI, operational activities rather than collection dominated the
DDP. The DDI and the DDP emerged at different times out of dis-
parate policy needs. They were, in effect, separate organizations.
These fundamental distinctions and emphases were reinforced in the
next decade.

B. TeE DurLes Era: 1953-1961

Allen W. Dulles’ impact on the Central Intelligence Agency was
perhaps greater than that of any other single individual. The source
of his influence extended well beyond his personal qualities and in-
clinations. The composition of the United States Government, inter-
national events, and senior policymakers’ perception of the role the
Agency could play in United States foreign policy converged to make
Bléllles’ position and that of the Agency unique in the years 1953 to

The election of 1952 brought Dwight D. Eisenhower to the presi-
dency. Eisenhower had been elected on a strident anti-Communist plat-
form, advocating an aggressive worldwide stance against the Soviet
Union to replace what he described as the Truman Administration’s
passive policy of containment. Eisenhower cited the Communist vic-
tory in China, the Soviet occupation of Eastern Europe, and the
Korean War as evidence of the passivity which-had prevailed in the
United States Government following World War II. He was equally
passionate in his call for an elimination of government corruption and
for removal of Communist sympathizers from public office.

This was not simply election rhetoric. The extent to which the
urgency of the Communist threat had become a shared perception
is difficult to appreciate. By the close of the Korean War, a broad
consensus had developed about the nature of Soviet ambitions and
the need for the United States to respond. The earlier fear of United
States policymakers that the Soviet Union would provoke World
War IIT had subsided. Gradually, the Soviet Union was perceived
as posing a worldwide political threat. In the minds of government
officials, members of the press, and the informed public, the Soviets
would try to achieve their purposes by the penetration and subversion
of governments all over the world. The accepted role of the United
States was to prevent that expansion.

®This did not include DDA budgetary allocations in support of DDP opera-
tions.
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‘Washington policymakers regarded the Central Intelligence Agenty
as a primary means of defense against Communism. By 1953, the
Agency was an established element of government. Its contributions
in the areas of political action and paramilitary warfare were recog-
nized and respected. It alone could perform many of the kinds of
activities seemingly required to meet the Soviet threat. For senior
officials, covert operations had become a vital element in the pursuit
of United States foreign policy objectives.

At this time, the CIA attracted some of the most able lawyers,
academicians, and young, committed activists in the country. They
brought with them professional associations and friendships which
extended to the senior levels of government. The fact that Agency
employees often shared similar wartime experiences, comparable social
backgrounds, and then complementary positions with other govern-
ment officials, contributed significantly to the legitimacy of and con-
fidence in the Agency as an instrument of government. Moreover,
these informal ties created a tacit understanding among policymakers
about the role and direction of the Agency. At the working level,
these contacts were facilitated by the Agency’s location in downtown
Washington. Housed in a sprawling set of buildings in the center of
the city, Agency personnel could easily meet and talk with Staté
and Defense officials throughout the day. The CIA’s physical presence
in the city gave it the advantage of seeming an integral part of, rather
than a separate element of, the government.

A crucial factor in securing the Agency’s place within the govern-
ment during this period was the fact that the Secretary of State, John
Foster Dulles, and the DCI were brothers. Whatever the formal rela-
tionships among the State Department, the NSC, and the Agency,
they were superseded by the personal and working association between
the brothers. Most importantly, both had the absolute confidence of
President Eisenhower. In the day-to-day formulation of policy, these
relationships were crucial to the Executive’s support for the Agency,
and more specifically, for Allen Dulles personally in the definition of
his own role and that of the Agency.

No one was more convinced that the Agency could make a special
contribution to the advancement of United States foreign policy goals
than Allen Dulles. Dulles came to the post of DCI in February 1953
with an extensive backeround in foreign affairs and foreign espionage,
dating back to World War I. By the time of his appontment,
his view of the CIA had been firmly established. Dulles’ role
as DCI was rooted in his wartime experience with OSS. His interests
and expertise lay with the operational aspects of intelligence, and his
fascination with the details of operations persisted.

Perhaps the most important effect of Dulles’ absorption with oper-
ations was the impact it had on the Agency’s relationship to the intel-
ligence “community”—the intelligence components in State and De-
fense. As DCI Dulles did not assert his position or that of the Agency
in attempting to coordinate departmental intelligence activities.

This, after all, had been a major purpose for the Agency’s creation.
Dulles’ failure in this area constituted a lost opportunity. By the mid-
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dle of the decade the Agency was in the forefront of technological
innovation and had developed a strong record on military estimates.
Conceivably, Dulles could have used these advances as bureaucratic
leverage in exerting some control over the community. He did not.
Much of the reason was a matter of personal temperament. Jolly,
gregarious, and extroverted in the extreme, Dulles disliked and avoided
confrontations at every level. In doing so, he failed to provide even
minimal direction over the departmental intelligence components at
a time when intelligence capabilities were undergoing dramatic
changes.

1. The Clandestine Service *

It is both easy to exaggerate and difficult to appreciate the place
which the Clandestine Service secured in the CIA during the Dulles
administration and, to a large extent, retained thereafter. The number
and extent of the activities undertaken are far less important than the
impact which those activities had on the Agency’s institutional iden-
tity—the way people within the DDP, the DDI, and the DDA per-
ceived the Agency’s primary mission, and the way policymakers re-
garded its contribution to the process of government.

Covert action was at the core of this perception. The importance of
covert action to the internal and external evaluation of the Agency
was in large part derived from the fact that only the CIA could and
did perform this function. Moreover, in the international environ-
ment of the 1950’s Agency operations were regarded as an essential
contribution to the attainment of United States foreign policy objec-
tives. Although by 1954 the Soviet threat was redefined from military
to political terms, the intensity of the conflict did not diminish. Politi-
cal action, sabotage, support to democratic governments, counterin-
telligence—all this the Clandestine Service could provide.

The Agency also benefited from what were regarded as its opera-
tional “successes” in this period. In 1953 and 1954 two of the Agency’s
boldest, most spectacular covert operations took place—the overthrow
of Premier Mohammed Mossadegh in Iran and the coup against
President Jacobo Arbenz Guzman of Guatemala. Both were quick
and bloodless operations that removed two allegedly Communist-asso-
ciated leaders from power and replaced them with pro-Western offi-
sials. Out of these early achievements both the Agency and ‘Washington
policymakers acquired a sense of confidence in the CIA’s capacity for
operational success.

The DDP’s major expansion in overseas stations and in the estab-
lishment of an infrastruture for clandestine activities had taken place
between 1950 and 1952. In the decade of the 1950’s the existing struc-
ture made possible the development of continuous foreign intelligence,
counterintelligence, political action, and propaganda activities.

Policymakers’ perception of covert action as the CIA’s primary
mission was an accurate reflection of the Agency’s internal dynamics.
Between 1953 and 1962, the Clandestine Service occupied a preeminent
position in the CIA. First, it had the consistent attention of the DCI.

% The term “Clandestine Service” is used synonymously with the Deputy
Directorate for Plans. Although Clandestine Service has never been an official
designation, it is common usage in the intelligence community and appears as
such in the Select-Committee’s hearings.
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Second, the DDP commanded the major portion of resources in the
Agency. Between 1953 and 1961 clandestine collection and covert ac-
tion absorbed an average of 54 percent of the Agency’s total annual
budget.® Although this represented a reduction from the period of the
Korean War, DDP allocations still constituted the majority of the
Agency’s expenditures. Likewise, from 1953 to 1961, the DDP gained
nearly 2,000 personnel. On its formal table of organization, the DDP
registered an increase of only 1,000. However, increases of nearly 1,000
in the logistics and communications components of the DDA rep-
resented growth in support to Clandestine Service operations.

Within the Agency the DDP was a Directorate apart. As the number
of covert action projects increased, elaborate requirements for secrecy
developed around operational activities. The DDP’s self-imposed secu-
rity requirements left it exempt from many of the Agency’s procedures
of ‘accountability. Internally, the DDP became a highlv compart-
mented structure, where information was limited to small groups of
individuals based primarily on a “need to know” principle.

The norms and position of the Clandestine Service had important
repercussions on the execution of the CIA’s intelligence mission in the
1953 to 1962 period. Theoretically, the data collected by the DDP field
officers should have served as a major source for DDI analysis. How-
ever, strict compartmentation prevented open contact between DDP
personnel and DDI analysts. Despite efforts in the 1960’s to break down
the barriers between the Directorates, the lack of real interchange and
interdependence persisted.

In sum, the DDP’s preeminent position during the period was a
function of several factors, including policymakers’ perception of the
Agency primarily in operational terms, the proportion of resources
which the Clandestine Service absorbed, and the time and attention
which the DCI devoted to operations. These patterns solidified under
Dulles and in large part account for the DDP’s continued primacy
within the Agency.

2. Intelligence Production

In the decade of the 1950’s the CIA was the major contributor to
technological advances in intelligence collection. At the same time
DDI analysts were responsible for methodological innovations in
strategic assessments. Despite these achievements, CIA’s intelligence
was not serving the purpose for which the organization had been
created—informing and influencing policymaking.

By 1960 the Agency had achieved significant advances in its strate-
gic intelligence capability. The development of overhead reconnais-
sance, beginning with the U-2 aircraft and growing in scale and
sophistication with follow-on systems, generated information in
greater quantity and accuracy than had ever before been contem-
plated. Basic data on the Soviet Union beyond the reach of human
collection, such as railroad routes. construction sites, and industrial
concentrations became readily available.

Analysts in the Office of National Estimates began reevaluating
assumptions regarding Soviet strategic capabilities. This reevaluation
resulted in reduced estimates of Soviet missile deployments at a time
when the armed services and members of Congress were publicly

* This did not include DDA budgetary allocations in support of DDP operations.
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%ro_claiming a “missile gap” between the United States and the Soviet
ninn.

A final element contributed to the Agency’s estimative capability:
material supplied by Oleg Penkovsky. Well-placed in Soviet military
circles, Penkovsky turned over a number of classified documents relat-
ing to Soviet strategic planning and capabilities. These three factors—
technological breakthrough, analytic innovation, and the single most
valuable Soviet agent in history—converged to make the Agency the
most reliable source of intelligence on Soviet strategic capabilities in
the government.

Yet the entrenched position of the military services and the Agency’s
own limited charter in the area of military analysis made it difficult
for the Agency to challenge openly the intelligence estimates of the
services. The situation was exacerbated by Dulles’ own disposition. As
DCI he did not associate himself in the first instance with intelligence
production and did not assume an advocacy role in extending the
Agency’s claims to military intelligence.

Strategic intelligence, although a significant portion of the DDI’s
production effort, constituted a particular problem. A broader prob-
lem involved the overall impact of intelligence on policy. The CIA
had been conceived to provide high-quality national intelligence esti-
mates to policymakers. However, the communication and exchange
necessary for analysts to calibrate, anticipate and respond to policy-
makers’ needs never really developed.

The size of the Directorate for Intelligence constituted a major ob-
stacle to the attainment of consistent interchange between analysts and
their clients. In 1955 there were 466 analysts in ORR, 217 in OCI, and
207 in OSI. The process of drafting, reviewing and editing intel-
ligence publications involved large numbers of individuals each of
whom felt responsible for and entitled to make a contribution to the
final product. Yet without access to policymakers, analysts did not
have an ongoing accurate notion of how the form and substance of the
intelligence product might best serve the needs of senior officials. The
product itself—as defined and arbitrated among DDI analysts—be-
came the end rather than the satisfaction of specific policy needs.

The establishment of the Office of National Estimates was an at-
tempt to insure direct interaction between senior level officials and the
Agency. However, by the mid-1950’s even its National Intelligence
Estimates showed signs of being submerged in the second-level paper
traffic that was engulfing the intelligence community. Between 1955
and 1956 a senior staff member in ONE surveyed the NIEs’ reader-
ship by contacting executive assistants and special assistants of the
President and cabinet officers, asking if the NIEs were actually placed
on their superiors’ desks. The survey revealed that senior policymak-
ers were not reading the NIEs. Instead, second and third-level offi-
cials used the estimates for background information in briefing senior
officials. The failure of the NIEs to serve their fundamental purpose
for senior officials was indicative of the overall failure of intelligence
to influence policy.

3. The Community Coordination Problem

Dulles’ neglect of the community management or coordination as-
pect of his role as DCI was apparent to all who knew and worked with
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him. His reluctance to assume an aggressive role in dealing with the
military on the issue of military estimates was closely tied to his lack
of initiative in community-related matters. Unlike Bedell Smith before.
him and John McCone after him, Dulles was reluctant to take on the
military.

The development of the U-2 and follow-on systems had an enormous
impact on intelligence-collection capabilities and on the Agency’s rela-
tive standing in the intelligence community. Specifically, it marked
the Agency’s emergence as the intelligence community’s leader in the
area of overhead reconnaissance.

At a time when the CIA was reaping the benefits of overhead recon-
naissance and when the DDI’s estimates on Soviet missiles were taking
issue with the services’ judgments, Dulles could have been far more
aggressive in asserting the Agency’s position in the intelligence com-
munity and in advancing his own role as coordinator.

As the community became larger and as technical systems came to
require very large budgetary allocations, the institutional obstacles
to interdepartmental coordination increased. By not acting on the op-
portunity he had, Dulles allowed departmental procedures, specifical-
ly those 1n the military’s technical collection programs, to become more
gnftgenched and routinized, making later attempts at coordination more

ifficult.

The coordination problem did not go unnoticed during Dulles’
term, and there were several attempts within Congress and the
Executive to direct Dulles’ attention to the DCI’s community respon-
sibility. The efforts were unsuccessful both because of Dulles’ personal
disposition and because of the inherent weakness of the mechanisms
established to strengthen the DCI’s position in the community.

In January 1956, President Eisenhower created the President’s
Board of Consultants on Foreign Intelligence Activities (PBCFIA).
In May, 1961 it was renamed the President’s Foreign Intelligence
Advisory Board (PFIAB). Composed of retired senior government
officials and members of the professions, the Board was to provide
the President with advice on intelligence matters. As a deliberative
body it had no authority over either the DCI or the community. Thus,
the Board had little impact on the administration of the CIA or on
the other intelligence services. The Board did identify the imbalance
in Dulles’ role as DCI, and in December 1956 and again in December
1958 it recommended the appointment of a chief of staff for the DCI to
handle the Agency’s internal administration. In 1960, the PBCFIA
suggested the possibility of separating the DCI from the Agency
to serve as the President’s intelligence advisor and to coordinate
community activities. Nothing resulted from these recommendations.

In 1957, the Board recommended the merger of the United States
Communications Intelligence Board with the Intelligence Advisory
Committee.” This proposal was intended to strengthen the DCI’s

"The USCIB was established in 1946 to advise and make recommendations
on communications intelligence to the Secretary of Defense. USCIB’s member-
ship included the Secretaries of State, Defense, the Director of the FBI, and
representatives of the Army, Navy, Air Force, and CIA. USCIB votes were
weighted. Representatives of State, Defense, the FBI, and CTA each had two
votes ; other members had one. Although the DCI sat on the Committee, he had
no vote.
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authority, and it resulted in the creation in the following year of the
United States Intelligence Board (USIB) with the DCI as chairman.

Like the IAC, however, USIB was little more than a super-structure.
It had no budgetary authority; nor did it provide the DCI with any
direct control over the components of the intelligence community.
The separate elements of the community continued to function under
the impetus of their own internal drives and mission definitions.
Essentially, the problem that existed at the time of the creation of
the CIG remained.

From 1953 to 1961 a single Presidential administration and con-
sistent American policy objectives which had wide public and govern-
mental support contributed to a period of stability in the Agency’s
history. The internal patterns that had begun to emerge at the close
of the Korean War solidified. The problems remained much the same.

The inherent institutional obstacles to management of the com-
munity’s intelligence activities combined with Dulles’ failure to assert
the Agency’s and the DCI’s coordination roles allowed the perpetua-
tion of a fragmented government-wide intelligence effort. The CIA’s
own intelligence production, though distinguished by advances in
technical collection and in analysis, had not achieved the consistent
policy support role that the Agency’s creation had intended to provide.

Dulles’ marked orientation toward clandestine activities, his broth-
er’s position as Secretary of State, and cold war tensions combined to
maximize the Agency’s operational capability. In terms of policymak-
ers’ reliance on the CIA, allocation of resources, and the attention of
the Agency’s leadership, clandestine activities had overtaken intelli-
gence analysis as the CIA’s primary mission.

C. CHANGE aAND RouTiNizaTION: 1961-1970

In 1961 cold war attitudes continued to dominate the foreign policy
assumptions of United States policymakers. In the early part of the
decade American confidence and conviction were manifested in an ex-
pansive foreign policy that included the abortive Bay of Pigs landing,
a dramatic confrontation with the Soviet Union over the installation
of Soviet missiles in Cuba, increased economic assistance to underde-
veloped countries in Latin America and Africa, and rapidly escalating
military activities in Southeast Asia.

Although the American presence in Vietnam symbolized U.S. ad-
herence to the strictures of the Cold War, perceptions of the Soviet
Union began to change by the middle of the decade. The concept of an
international monolith broke down as differences between the U.S.S.R.
and China emerged. Moreover, the strategic arms competition assumed
increased importance in relations between the two countries.

The CIA was drawn into each major development in United States
policy. As in the previous decade, operations dominated policymakers’
perceptions of the Agency’s role. The United States’ interventionist
policy fostered the CIA’s utilization of its existing capabilities as well
as the development of paramilitary capabilities in support of Ameri-
can counterinsurgency and military programs. At the same time the
Agency’s organizational arrangements continued to create an inde-
pendent dynamic for operations.
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The most significant development for the Agency in this period
was the impact of technological capabilities on intelligence produc-
tion. These advances resulted in internal changes and forced increased
attention to coordination of the intelligence community. The costs,
quality of intelligence and competition for deployment generated by
technical collection systems necessitated a working relationship among
the departmental intelligence components to replace the undirected
evolution that had marked the previous decade. Despite the Agency’s
internal adjustments and attempts to effect better management in
the community, the CIA’s fundamental srtucture, personnel, and in-
centives remained rooted in the early 1950’s.

1. The Directors of Central Intelligence, 1961-1970

John A. McCone came to the Central Intelligence Agency as an
outsider in November 1961. His background had been in private in-
dustry, where he had distinguished himself as a corporate manager. He
also held several government posts, including Under Secretary of the
Air Force and Chairman of the Atomic Energy Commission. McCone
brought a quick, sharp intellect to his job as DCI, and his contribution
lay in attempting to assert his role and that of the Agency in coor-
dinating intelligence activities among the Departments. Much of his
strength in the intelligence community derived from the fact that
he was known to have ready access to President Kennedy. McCone
resigned from the Agency in April 1965, precisely because Lyndon
Johnson had not accorded him similar stature.

Admiral William F. Raborn served as DCI for only a year. He
left in June 1966, and his impact on the Agency was minimal.

Richard M. Helms came to the position of DCI after twenty years
in the Clandestine Service. Just as Allen Dulles had identified him-
self with the intelligence profession, Helms identified himself with
the Agency as an institution. Having served in a succession of senior
positions, Helms was a first-generation product of the Agency, and
he commanded the personal and professional respect of his contem-
poraries. Helms’ orlentation remained on the operations side, and
he did not actively pursue the DCI’s role as a coordinator of intelli-
gence activities in the community.

2. The E fort at M anagement Reform

The Bay of Pigs fiasco had a major impact on President Kennedy’s
thinking about the intelligence community. He felt he had been
poorly served by the experts and sought to establish procedures that
would better insure his own acquisition of intelligence. In short, Ken-
nedy defined a need for a senior intelligence officer and in so doing as-
sured John McCone an influential position in policymaking. Ken-
nedy’s definition of the DCI’s position emphasized two roles: coordi-
nator for the community, and principal intelligence adviser to the
President. At the same time, Kennedy directed McCone to delegate
the internal management of the Agency to a deputy director. Although
McCone agreed with Kennedy’s concept of the DCI’s job and vigor-
ously pursued the objectives, the results were uneven.

To carry out the management function in the Agency, McCone
created a senior staff. The principal officer was the Executive Director-
Comptroller, who was to assume responsibility for day-to-day ad-
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ministraiton.® The arrangement did not free the DCI from continuing
involvement in Agency-related matters, particularly those concerning
the Clandestine Service. The nature of clandestine operations, the fact
that they involved and continue to involve people in sensitive, com-
plicated situations, demanded that the Agency’s senior officer assume
responsibility for decisions. A former member of McCone’s staff esti-
mates that despite the DCI’s community orientation, he spent 90 per-
cent of his total time on issues related to clandestine operations.

The establishment of the office of National Intelligence Programs
Evaluation (NIPE) in 1963 was the first major effort by a DCI to
insure consistent contact and coordination with the community. Yet,
from the outset McCone accepted the limitations on his authority;
although Secretary of Defense Robert McNamara agreed to provide
him with access to the Defense Department budget (which still consti-
tutes 80 percent of the intelligence community’s overall budget), Mc-
Cone could not direct or control the intelligence components of the
other departments. The NIPE staff directed most of its attention to
sorting out intelligence requirements through USIB and attempting to
develop a national inventory for the community, including budget, per-
sonnel and materials. Remarkably, this had never before been done.

The most pressing problem for the community was the adjustment to
the impact of technical collection capabilities. The large budgetary
resources involved, and the value of the data generated by overhead
reconnaissance systems precipitated a major bureaucratic battle over
their administration and control. From 1963 to 1965, much of McCone’s
and the senior NIPE staff officer’s community efforts were directed
toward working out an agreement with the Air Force on development,
production, and deployment of overhead reconnaissance systems.

In 1961 the Agency and the Air Force had established a working
relationship for overhead reconnaissance systems through a central ad-
ministrative office, whose director reported to the Secretary of Defense
but accepted intelligence requirements through USIB. By informal
agreement, the Air Force provided launchers, bases, and recovery ca-
pability for reconnaissance systems, while the Agency was responsible
for research, development, contracting, and security. Essentially, the
agreement allowed the Agency to decide which systems would be de-
ployed, and the Air Force challenged the CIA’s jurisdiction.

A primary mission was at stake in these negotiations, and the
struggle was fierce on both sides. Control by one agency or another did
not involve only budgets and manpower. Since the Air Force and CIA
missions were very different, a decision would affect the nature of the
reconnaissance program itself—tactical or national intelligence pri-
orities, the frequency and location of overflights, and the use of data.

The agreement that emerged in 1965 attempted to balance the inter-
ests of both the Air Force and the CIA. A three-person Executive
Committee (EXCOM) for the administration of overhead reconnais-
sance was established. Its members included the DCI, an Assistant Sec-
retary of Defense, and the President’s Scientific Advisor. The EX
COM reported to the Secretary of Defense, who was assigned primary
administrative authority for overhead reconnaissance systems. The

8 Other changes included placing the General Coungel’s office, the Audit Staff,
and the Office of Budget, Program Analysis and Manpower directly under the DCI.
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arrangement recognized the DCI’s authority as head of the commu-
nity to establish collection requirements in consultation with USIB;
it also gave him responsibility for processing and utilizing data gen-
erated by overhead reconnaissance. In the event that he did not agree
with a decision made by the Secretary of Defense, the DCI was given
the right to appeal to the President.

The agreement represented a compromise between Air Force and
CIA claims and provided substantive recognition of the DCI’s na-
tional intelligence responsibility. As a structure for decisionmaking,
it has worked well. However, it has not rectified the inherent competi-
tion over technical collection systems that has come to motivate the
intelligence process. The development of these systems has created
intense rivalry, principally between the Air Force and the Agency,
over program deployments. With so much money and manpower at
stake with each new system, each organization is eager to gain the
benefits of successful contracting. As @ result, the accepted solution
to problems with the intelligence product has come to be more collec-
tion rather than better analysis.

After 1965 efforts to impose some direction on the community did
not receive consistent attention from DCIs Raborn and Helms. The
DCIs’ priorities, coupled with the inherent bureaucratic obstacles and
the burden of Vietnam, relegated the problem of coordination to a
low priority.

3. The Intelligence Function )

Internally, the Agency was also adjusting to the impact of techni-
cal and scientific advances. In 1963, the Directorate for Science
and Technology (DDS&T) was created. Previously, scientific and tech-
nical intelligence production had been scattered among the other three
directorates. The process of organizing an independent directorate
meant wresting manpower and resources from the existing components.
Predictably, the resistance was considerable, and a year and a half
passed between the first attempts at creating the Directorate and its
actual establishment.

The new component included the Office of Scientific Intelligence
and the office of ELINT (electronic intercepts). from DDI, the Data
Processing Staff from DDA, the Development. Projects Division (re-
sponsible for overhead reconnaissance) from the DDP, and a newly
created Office of Research and Development. Later in 1963, the For-
eign Missile and Space Analysis Center was added. The Directorate’s
specific functions included, and continue to include, research, devel-
opment, operation, data reduction, analysis, and contributions to Na-
tional Intelligence Estimates. :

The Directorate was organized on the premise that close coopera-
tion should exist between research and application on the one hand,
and technical collection and analysis on the other. This close coordina-
tion along with the staffing and career patterns in the Directorate
have contributed to the continuing vitality and quality of the
DDS&T’s work.

The DDP began and remained a closed, self-contained component;
the DDI evolved into a closed, self-contained component. However,
the DDS&T was created with the assumption that it would continue
to rely on expertise and advice from outside the Agency. A number of
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arrangements insured constant interchanges between the Directorate
and the scientific and industrial communities. First, since all research
and development for technical systems was done through contracting,
the DDS&T could draw on and benefit from the most advanced tech-
nical systems nationwide. Second, to attract high-quality professionals
from the industrial and scientific communities, the Directorate estab-
lished a competitive salary scale. The result has been personnel mo-
bility between the DDS&T and private industry. It has not been
unusual for individuals to leave private industry, assume positions
with DDS&T for several years, then return to private industry. This
pattern has provided the Directorate with a constant infusion and
renewal of talent. Finally, the Directorate established the practice of
regularly employing advisory groups as well as fostering DDS&T
staff participation in conferences and seminars sponsored by profes-
sional associations.

The Agency’s intelligence capabilities expanded in another direc-
tion. Although in the 1953-1961 period, the Agency had made some
contributions to military intelligence, it had not openly challenged the
Defense Department’s prerogative in this area. In the early 1960’s that
opportunity came. By 1962, Secretary of Defense Robert McNamara’s
dissatisfaction with the quality of military estimates led him to begin
tapping the Agency’s analytic capabilities. Specifically, McNamara
requested special estimates from the Agency and included Agency
personnel in community-wide exercises in long-term Soviet force pro-
jections. McNamara’s initiatives provided the CIA with leverage
against the military services’ dominance in strategic intelligence. The
Secretary’s actions, together with McCone’s insistence on the DCI’s
need for independent judgments on military matters, resulted in the
Agency’s expanded analytic effort in strategic intelligence.

In 1962, the Office of Current Intelligence established a military
intelligence division, and five years later the military intelligence units
of OCT and ORR were combined into a separate office, the Office of
Strategic Research (OSR).

During this period economic intelligence grew in importance. In
the decade of the 1950’s economic research had concentrated on anal-
ysis related to the Soviet Union and its “satellites.” With the emer-
gence of independent African nations in the early 1960’s, and the
Siew that the U.S.S.R. would engage in political and economic pene-
tration of the fledgling governments, demands for information on the
economies of these countries developed. Likewise, the growing eco-
nomic strength of Japan and the countries of Western Europe pro-
duced a related decline in the U.S. competitive posture and reflected
the growing inadequacy of the dollar-dominated international mone-
tary system. Economic analysts found themselves called upon for
detailed research on these countries as trading partners and _nvals
of the United States. In 1967 an independent Office of Xconomic Re-

search (OER) succeeded ORR.

4. The Paramilitary Surge

The Clandestine Service continued to dominate the Agency’s activ-
ities during this period. In budget. manpower, and degree of DCI
attention accorded the DDP, clandestine operations qemalned the
CIA’s most consuming mission. The policies and operational prefer-
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ences of the Executive branch dictated the Agency’s emphasis in
clandestine activities.

Evidence of Communist guerrilla activities in Southeast Asia and
Africa convinced Kennedy and his closest advisers of the need for
the United States to develop an unconventional warfare capability.
“Counterinsurgency,” as the U. S. effort was designated, aimed at
preventing communist-supported military victories without precipi-
tating a major Soviet-American military confrontation.

As part of this effort, the Agency, under the direction of the Ken-
nedy Administration, initiated paramilitary operations in Cuba, Laos,
and Vietnam. Following the Bay of Pigs, attempts to undermine the
government, of Cuban Premier Fidel Castro continued with Operation
MONGOOSE. Conducted between October 1961 and October 1962,
MONGOOSE consisted of paramilitary, sabotage, and political
propaganda activities. The A gency’s large-scale involvement in South-
east Asia began in 1962 with programs in Laos and South Vietnam.
In Laos, the Agency implemented air supply and paramilitary train-
ing programs, which gradually developed into full-scale management
of a ground war. Between 1962 and 1965, the Agency worked with the
South Vietnamese government to organize police forces and para-
military units.

In the remainder of the decade, Vietnam dominated the CIA just
as it did other government agencies. In both the DDP and the DDI,
the CIA’s resources were directed toward supporting and evaluating
the U.S. effort in Vietnam. For the Agency and the DCI, it was a
contradictory position, one which left the institution and the man
vulnerable to the pressures of conflicting purposes.

On the one -hand, the DDP was supporting a major paramilitary
operation, which, at its peak in 1970, involved 700 people, 600 of whom
were stationed in Vietnam, the rest at headquarters.® Stated in other
terms, 12 percent of the DDP’s manpower was devoted to Vietnam.
Clearly, the Agency’s stake in the operational side of the war was
significant.

At the same time, the analysts were also drawn into the war. After
the initiation of the bombing campaign against North Vietnam in
1965, the Agency began receiving requests for assessments of the cam-
paign’s impact. By 1966, both the Office of Research and Reports and
the Office of Current Intelligence had established special staffs to deal
with Vietnam. In addition. the Special Assistant for Vietnam Affairs
(SAVA) staff was created under the direction of the DCI. The total
number of DDT analysts involved was 69.

While the DDP effort was increasine in proportion to the American
military buildup, DDI estimates painted a pessimistic view of the
likelihood of U.S. success with successive escalations in the ground
and air wars.1® At no time was the institutional dichotomy between the
onerational and analvtical components more stark. .

The Agencv’s involvement in Southeast Asia had long-term effects
on the institution. In particular, it determined the second-generation

° Bv 1965, the demands for personnel were so great that each DDP component
was levied on a quota basis to contribute personnel.

1 There were exceptions to this. The SAVA group produced some positive esti-
mates of the bombing.
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leadership group within the Agency. By 1970, the first generation of
A gency careerists was beginning to reach retirement age and vacancies
were opening in senior-level positions. In poth the DDP and the DDI,
many of those positions were filled by individuals who had distin-
guished themselves in Southeast Asia-related activities. In the Clande-
stine Service, men who spent considerable time in the Far East have

one on to become a former DCI, the present Deputy Director for

perations,'t the present Chief of the Western Hemisphere Division,
the Chief of the Counterintelligence Staff, and the present Deputy
Chief of the Soviet/East European Division. On the DDI side, the
present Assistant Deputy Director for Intelligence and the Chief Na-
tional Intelligence Officer *2 were all involved in Vietnam assessments
at the height of the war. Clearly, the rewards were considerable for
participation in a major operation.

The decade of the 1960’s brought increased attention to the problem
of coordinating intelligence activities in the community but illustrated
the complex difficulties involved in effective management. Depart-
mental claims, the orientation of the DCI, the role accorded him by the
President, and the demands of clandestine operations all affected the
execution of the coordination role. Although policymakers were incon-
sistent in their utilization of the Agency’s intelligence analysis capa-
bility, all continued to rely heavily on the CIA’s operational capability
in support of their policies. That fact established the Agency’s own
priorities and reinforced the existing internal incentives. Despite the
Agency’s growing sophistication and investment in technological
systems, clandestine activities continued to constitute the major share
of the Agency’s budget and personnel. Between 1962 and 1970 the DDP
budget averaged 52 percent of the Agency’s total annual budget.’®
Likewise, in the same period, 55 percent of full-time Agency personnel
were assigned to DDP activities.* Essentially, the pattern of activity
that had begun to emerge in the early 1950’s and that became firmly
established under Dulles continued.

D. Tae Recent Pasr: 1971-1975

The years 1971 to 1975 were a period of transition and abrupt change
for the CIA. The scale of covert operations declined, and in the Execu-
tive branch and at the senior level of the Agency growing concern
developed over the quality of the intelligence product and the manage-
ment of the intelligence community’s resources. However, external
pressures overshadowed initial attempts at reform.

 In 1973 DCI James Schlesinger changed the name of the Clandestine Service
from the Directorate for Plans to the Directorate for Operations (DDO).

 See page 123 of this section for discussion of National Intelligence Officers.

13 This does not include the proportion of the DDA budget that supported DDP
activities.

4 This figure includes those individuals in the communications and logistics
components of the DDA, whose activities were in direct support of the DDP
mission.

207-932 O - 76 - 9



122

By the start of the decade broad changes had evolved in American
foreign policy. Dissension over Vietnam, the Congress’ more assertive
role 1n foreign policy, and shifts in the international power structure
had eroded the assumptions on which U.S. foreign policy had been
based. The consensus that had existed among the press, the informed
public, the Congress, and the Executive branch and that had both sup-
ported and protected the CIA broke down. As conflicting policy pref-
erences emerged and as misconduct in the Executive branch was
revealed, the CTA, once exempt from public examination, became sub-
ject to close scrutiny.

1. The Directors of Central Intelligence, 1973-1975

James R. Schlesinger’s tenure as DCI from February to July 1973
was brief but significant. An economist by training and long an ob-
server of the intelligence community through his extensive experience
in national security affairs, Schlesinger came to the CIA with definite
ideas on restructuring the management of the community and on im-
proving the quality of intelligence. During his six month term he em-
barked on changes that promised to alter the DCI’s and the Agency’s
existing priorities. ‘

William E. Colby succeeded Schlesinger. An attorney, OSS veteran,
and career DDP officer, Colby’s background made him seem of the
traditional operations school in the Agency. His overseas assionments
included positions in Rome, Stockholm, and Saigon, where he was
Chief of Station. Yet Colby brought an Agency-wide and community
orientation to his term as DCI that was uncommon for DDP careerists.
Soon after his appointment the Agency became the focus of public and
Congressional inquiries, and most of Colby’s time was absorbed in re-
sponding to these developments. .

2. Efforts at Change

Foreign affairs were a continuing priority in the Nixon Administra-
tion. Until 1971, Vietnam absorbed most of the time and attention of
the President and his Assistant for National Securitv Affairs. Henry
Kissinger. A fter 1971, both turned toa redefinition of U.S. foreign pol-
icy. Sharing a global view of U.S. policy, the two men sought to re-
structure relationships with the Soviet Union and with the People’s
Republic of China. It was Kissinger rather than Richard Helms who
served as President Nixon’s intelligence officer. Kissinger provided
Nixon with daily briefings and relied on the staff of the National Se-
curity Council for intelligence analysis.

Both men’s preference for working with (and often independently
of) small, tightly managed staffs is well known. However, both were
genuinely interested in obtaining more and better quality intelligence
from the CIA. In BPecember 1970, Nixon requested a study of the in-
telligence community. Executed by James Schlesinger, then Assistant
Director of the Bureau of the Budget, the study resulted in the Presi-
dential directive of November 5, 1971, assigning the DCI responsibil-
ity for review of the intelligence community budget. The intention was
that the DCI would advise the President on community-wide budget-
ary allocations by serving in a last review capacity. The effort faltered
for two reasons. First, Nixon chose not to request Congressional enact-
ment of revised legislation extending the authority of the DCI. The
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decision inherently limited the DCI’s ability to exert control over the
intelligence components. Thus, the DCI was once again left to arbitrate
as one among equals. Second, the implementation of the directive was
less energetic and decisive than it might have been. Helms did not at-
tempt to make recommendations on budgetary allocations and instead,
presented the President with the agreed views of the representatives
of the departmental intelligence components. Furthermore, within the
Agency, the mechanism for assisting the DCI in community matters
was weak. Early in 1972 Helms established the Intelligence Commun-
ity (IC) Staff as a replacement for the NIPE staff to assist in com-
munity matters. Between the time of the decision to create such a staff
in(li ;33 actual organization, the number of personnel assigned was
alved.

It is likely that had James Schlesinger remained as DCI, he would
have assumed a vigorous role in the community, and would have at-
tempted to exercise the DCI’s implied authority. Schlesinger altered
the composition of the IC staff by reducing the number of CIA per-
sonnel and increasing the number of non-Agency personnel to facili-
tate the staff’s contacts with the community. Schlesinger’s primary
concern was upgrading the quality of the Agency’s intelligence analy-
sis, and he had begun to consider changes in the Office of National
Estimates. In addition, he made considerable reductions in personnel—
with most of the cuts occurring in the DDO.4#

Under Colby, attempts at innovation continued. Colby abolished
the Office of National Estimates and replaced it with a group of eleven
senior specialists in functional and geographical areas known as Na-
tional Intelligence Officers (NIOs). NIOs are responsible for intelli-
gence collection and production in their designated fields, and the
senior NIO is directly responsible to the DCI. The purpose of the
NIO system was to establish better communication and interchange
between policymakers and analysts than had been the case with the
Office of National Estimates.

These changes were accompanied by shifts in emphasis in the DDO
and the DDI. In the Clandestine Service the scale of covert operations
was reduced, and by 1972 the A gency’s paramilitary program in South-
east Asia was dissolved. Yet, the overall reduction did not affect the
fundamental assumptions, organization, and incentives governing the
DDO. Indeed, in 1975 clandestine activities still constituted 37 per-
cent of the Agency’s total budget.’> The rationale remains the same,
and the operational capability is intact—as CIA activities in Chile
illustrated. While Soviet strategic capabilities remain the first priority
for clandestine collection requirements, in response to recent inter-
national developments, the DDO has increased its collection activities
in the areas of terrorism and international narcotics traffic—with con-
siderable success.

In the DDI, economic intelligence has continued to assume increased
importance and taken on new dimensions. In sharp contrast to the
British intelligence service, which has for generations emphasized
international economics, the DDI only recently has begun developing
a capability in such areas as international finance, the gold market,

M2 See footnote, p. 121.
u * This does not include DDA budgetary allocations in support of DDO activi-
es.
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and international economic movements. The real impetus for this
change came in August 1971 with the U.S. balance of payments crisis.
Since that time, and with subsequent international energy problems,
the demands for international economic intelligence have escalated
dramatically.

The Agency’s technological capabilities have made a sustained con-
tribution to policymaking. By providing the first effective means of
-verification, CIA’s reconnaissance systems facilitated the United
States’ participation in arms control agreements with the Soviet
Union, beginning with the 1972 Interim Agreement limiting strategic
arms.

In December 1974 these developments and the impetus for change
begun under Schlesinger were overtaken by public revelations of
alleged CIA domestic activities. What had been a consensual accept-
ance of the CIA’s right to secrecy in the interests of national security
was rejected. The Agency’s vulnerability to these public revelations
was indicative of the degree to which American foreign policy and
the institutional framework that supported that policy were under-
going redefinition.

E. Coxcrusion

A brief history cannot catalogue the many shifts in the numerous
CIA subdivisions over a period of nearly thirty years. Instead, this
summary has attempted to capture the changes in the CIA’s main
functional areas. Sharing characteristics common to most large, com-
plex organizations, the CIA has responded to, rather than anticipated,
the forces of change; it has accumulated functions rather than redefin-
ing them; its internal patterns were established early and have solidi-
fied ; success has come to those who have made visible contributions in
high-priority areas. These general characteristics have affected the
specifics of the Agency’s development:

—The notion that the CIA could serve as a coordinating body and
that the DCI could orchestrate the process did not take into account
inherent institutional obstacles. Vested departmental interests and.
the Departments’ control over budget and management choices
frustrated the Agency’s and the DCI’s ability to execute the coordina-
tion function. These limitations exist today, when the resources and
complexities of administration have escalated dramatically.

—The DDO and the DDI evolved out of separate, independent or-
ganizations, serving different policy needs. Strict compartmentation
In the DDO reinforced the separation. The two components were not
mutually supportive elements in the collection and analysis functions.

—The activities of the Clandestine Service have reflected not what
the Agency can do well but what the demands of American foreign
policy have required at particular times. The nature of covert opera-
tions, the priority accorded them by senior policymakers, and the
orientation and background of some DCIs have made the clandestine
mission the preeminent activity within the organization.

—The qualities demanded of individuals in the Clandestine Serv-
ice—essentially management of people, provide the basis for bureau-
cratic skills-in the organization. These skills account for the fact that

those DCIs who have been Agency careerists have all come from the
DDO.



125

~—Growth in the range of American foreign policy interests and
the DDI’s response to additional requirements have resulted in an
increased scale of collection and analysis. Rather than rectifying the
problem of duplication the Agency has contributed to it by becoming
yet another source of intelligence production. The DDI’s size and the
administrative process involved in the production of finished intelli-
gence precluded close association between policymakers and analysts,
between the intelligence product and policy informed by intelligence
analysis.

The relationship between intelligence analysis and policymaking is
a reciprocal one. The creation of the NIO system was in part a recog-
nition of the need for close interaction between analysts and their
clients. If intelligence is to influence policy and if policy needs are to
direct intelligence priorities, senior policymakers must actively utilize
the intelligence capabilities at their disposal. For policymakers not
to do so only wastes resources and encourages lack of direction in
intelligence production. Likewise, the Director of Central Intelligence
or his successor for management of the community must assign priority
attention to the roles of principal intelligence advisor to the President
and head of the intelligence community. History has demonstrated that
the job of the DCI as community manager and as senior official of the
Agency are competing, not complementary roles. In the future separa-
tion of the functions may prove a plausible alternative.

‘Clandestine activities will remain an element of U.S. foreign policy,
and policymakers will directly affect the level of operations. The prom-
inence of the Clandestine Service within the Agency may moderate as
money for and high-level Executive interest in covert actions diminish.
However, DDO incentives which emphasize operations over collec-
tion and which create an internal demand for projects will continue
t?l foster covert action unless an internal conversion process forces a
change.

Over the past thirty years the United States has developed an in-
stitution and a corps of individuals who constitute the U.S. intelli-
gence profession. The question remains as to how both the institution
and the individuals will best be utilized.



VII. THE CENTRAL INTELLIGENCE AGENCY:
STATUTORY AUTHORITY

The National Security Act of 1947 provides the Central Intelligence
Agency with statutory authority for its activities. Section 102(d) of
that Act lists the following “powers and duties” for the Agency:

(1) to advise the National Security Council in matters concerning
such intelligence activities of the Government departments and agen-
cies as relate to national security ;

(2) to make recommendations to the National Security Council for
the coordination of such intelligence activities of the departments and
agencies of the Government as relate to the national security ;

(3) to correlate and evaluate intelligence relating to the national
security, and provide for the appropriate dissemination of such intel-
ligence within the Government using where appropriate existing agen-
cies and facilities: Provided, That the Agency shall have no police,
subpena, law-enforcement powers, or internal-security functions: Pro-
vided further, That the departments and other agencies of the Gov-
ernment shall continue to collect, evaluate, correlate, and disseminate
departmental intelligence: And provided fyrther, That the Director
of Central Intelligence shall be responsible for protecting intelligence
sources and methods from unauthorized disclosure;

(4) to perform, for the benefit of tthe existing intelligence agencies,
such ‘additional services of common concern as the National Security
Council determines can be more efficiently accomplished centrally;

(5) to perform such other functions and duties related to intelli-
gence affecting the national security as the National Security Council
may from time to time direct.!

The CIA has engaged in the following three types of activities,
none of which is specifically mentioned in the 1947 legislation: (1)
direct clandestine collection of intelligence; (2) covert action; and
(3) direct collection of information regarding the activities of Ameri-
can nationals within the United States. As the fact of CIA involve-
ment in these activities has become widely known, questions have been
raised regarding the statutory authority by which the Agency under-
took these responsibilities.

Tt is important to note at this point that the confusion which has
resulted from the lack of specific legislative guidelines with respect
to these three kinds of activities must rest with Congress. The lan-
guacre of the National Security Act, its legislative history, and the
post-enactment interpretation of the legislation by Congress itself
indicates that the Act can legitimately be construed as authorizing
clandestine collection by the CIA. The Select Committee’s record
shows that the legislating committees of the House and Senate in-
tended for the Act to authorize the Agency to engage in espionage.
This activity could and should have been specifically authorized in
the 1949 legislation.

150 U.S.C. 403(d).
(127)
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Authority for covert action cannot be found in the National Secu-
rity Act. The Committee finds that the executive branch should have
approached Congress for authority for the CIA to engage in such
activities, particularly where they involved the use of force. At the
same time, Congress should have acted in response to well-publicized -
instances of covert action to clarify CIA authority in thisarea.

Finally, Congress did take decisive action in the National Security
Act of 1947 to prevent the CIA’s assuming any police, law-enforce-
ment, or internal security function in the United States. Some of the
CIA’sactivities have been in clear violation of that principle. Congress
now has a responsibility, however, to clarify the Agency’s authority
where CIA’s domestic activities are directly linked to its foreign
intelligence responsibilities. -

A. CLanpesTINE COLLECTION OF INTELLIGENCE

While the National Security Act of 1947 authorizes correlation,
evaluation, and dissemination of national security intelligence by the
CIA, nowhere does it specify that the Agency is authorized to engage
in the direct collection of intelligence. As its authority to engage in
direct collection, the CTA has relied upon Section 102(d) (4) and (5)
of the Act,® which authorizes the Agency:

(4) to perform, for the benefit of the existing agencies, such
additional services of common concern as the National Secu-
rity Council determines can be more efficiently accomplished
centrally;

(5) to perform such other functions and duties related to
intelligence affecting the national security as the National
Security Council may from time to time direct. 50 U.S.C.

403 (d) (4) and (5).

The legislative history of the 1947 Act does not indicate clearly that
the full Congress specifically intended by these provisions to authorize
direct clandestine collection by the CIA. The legislating committees
discussed the issue in some detail in executive session, but it was
mentioned only briefly in public hearings and floor debates. However,
the public record does suggest that the full Congress had access to
information which indicated that the Act could be construed as au-
thorizing direct collection. No action was taken to prohibit such activ-
ity. Moreover, the 1949 enactment of the Central Intelligence Agency
Act demonstrates congressional intent to facilitate clandestine activ-
ities, and thus congressional endorsement of the view that such activi-
ties were the legitimate function of the CIA.

The Committee has been able to locate full records for only one of the
closed committee meetings on the National Security Act. In a tran-
script of the June 27, 1947 meeting of the House Committee on Expen-
ditures in the Executive Departments, executive branch representa-
tives proposed centralization of clandestine collection in the CTA. The
Committee discussed the wisdom of this proposal with a number of

» Memorandum from the CIA General Counsel to the Director, 5/7/48: memo-
randum from the CIA General Counsel to the Deputy Chief for Foreign Intelli-
gence, 4/14/61.
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witnesses.? General Hoyt S. Vandenberg, then Director of Central
Intelligence, suggested centralized collection to the Senate Committee
on the Armed Services,® and other executive branch personnel who
participated in the preparation of the Act have stated that the Senate
committee discussed the proposal.* In addition, a 1961 memorandum
by CIA General Counsel Lawrence Houston and recent interviews
with Houston and former CIA Legislative Counsel Walter Pforz-
heimer indicate that the possibility of including language in the Act
specifically to authorize espionage by the CIA was discussed.® Accord-
ing to Houston and Pforzheimer, this proposal was rejected on the
grounds that it would be inappropriate for the United States to be
on record as a participant in this kind of activity.®

The House Committee was informed that the Central Intelligence
Group, the predecessor agency to the CIA, had engaged in clandestine
collection, and that it relied for its authority upon language in subsec-
tions 3 (c¢) and (d) of the Presidential Directive of January 22, 1946
establishing the CIG.” The Committee was therefore specifically on
notice that this language, which is almost identical to Section 102(d)
(4) and (5) of the National Security Act of 1947, had been considered
sufficiently broad to authorize direct clandestine collection. (The Presi-
dential Directive, like the 1947 Act, does not mention collection of
any kind.)

Committee reports on the National Security Act make no reference
to a collection role for the CIA. In open committee hearings very little
was said about the issue. Occasional remarks do indicate, however, that
the Agency would perform some kind of collection function. In testi-
mony before the Senate Armed Services Committee, General Vanden-
berg said that the CTA would collect “foreign intelligence information
of certain types.” ®# Earlier in his testimony General Vandenberg had
referred to “certain . . . activities” which intelligence agencies such as
the CIA, military intelligence, and the FBI could not “expose . . . to
the public gaze.” ® General Vandenberg had spoken with some specific-
ity of the need for centralizing clandestine collections in the CIA be-
fore both the House and Senate Committees in closed session. It can
be assumed that these additional remarks, which were released to the
public, referred to clandestine collection as well.

? Transeript, House Committee on Expenditures in the Executive Departments,
Hearings on H.R. 2319, 6/27/47 (hereinafter cited as House transcript), pp. 10-19,
53-55, 79-86, 111-112, 118-125, 134135, 159-164.

3 Testimony of General Hoyt S. Vandenberg, Director of Central Intelligence
(unsanitized, now declassified), Senate Armed Services Committee, Hearings on
S. 758, 4/29/47.

¢ Staff summary of Walter Pforzheimer, former CIA Legislative Counsel, inter-
view, 3/4/76.

5 Memorandum from the CIA General Counsel to the Deputy Chief for Foreign
Intelligence, 4/14/61; staff summary of Lawrence Houston interview, 6/4/75;
staff summary of Walter Pforzheimer interview, 5/20/75.

No discussion of such a proposal is reported in the publie record, but the House
committee executive session transcript contains brief references to it. Allen Dulles
testimony, House transcript, p. 59.

® Houston (staff summary), 6/4/75.

7 General Hoyt S. Vandenberg testimony, Peter Vischer testimony. House tran-
script, pp. 10, 76.

8 Vandenberg, Senate Armed Services Committee, Hearings, 4/29/47, p. 496.

°Ibid, (p. 492).
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Little more was said in public. During the House floor debates, Rep.
Busbey, a member of the Committee on Expenditures, expressed ob-
jection to clandestine collection bv the CIA and said he hoped the bill
would be amended to prohibit such activity.® No such amendment was
adopted, however, and Rep. Holifield, another member of the com-
mittee, later remarked :

T want to imnress upon the minds of the Members that the
work of this Central Intelligence Agency, as far as the collec-
tion of evidence is concerned, is strictly in the field of secret
foreign intelligence—what is known as clandestine intelli-
gence.'*

The remarks of Representatives Busbey and Holifield indicate that
it was anticipated that the authority conveyed bv the bill extended to
clandestine collection by the CIA. Still later in the floor debate, how-
ever, Rep. Patterson stated that while he clearly wanted “an inde-
pendent intelligence agency, working without direction by our armed
services. with full authority in operational procedures,” he knew that
it was “impossible to incorporate such broad authority in the bill
now before us.” 12 Rep. Patterson may have been expressing regret that
the National Security Act did not authorize the CIA to engage in
direct collection of intelligence ; he may have been expressing the view
that the Act would not give the CIA full independence in its opera-
tions from the armed services; or he may have been referring to what
we now describe as covert action.

Public references to collection are too obscure and in some cases too
ambiguous for the inference to be drawn that the full Congress spe-
cifically intended to authorize direct collection by the CIA. It would
require an attentive legislator, alert to the full record, to be apprised
of the possibility of CTA participation in this activity through the
public hearings and debates. But the language of Section 102(d) (4)
and (5) indicates that the Congress intended some flexibility in the
operations of the CIA. These provisions are sufficientlv broad that
clandestine collection of information could reasonablv fall within the
range of activities which thev describe. There is no substantial evidence
that Congress intended specifically to exclude clandestine collection
from the “services of common concern . . . for the benefit of existing
agencies” or from the “other functions and duties related to intelligence
affecting the national security” which were authorized by the Act.

Two years after the enactment of the National Securitv Act. Con-
gress passed the Central Intelligence Agency Act of 1949, 50 U.S.C.
403a-403j. The 1949 legislation was an enabling act; technically it
contributed nothing to the kinds of activities which the Agency was
authorized to carry out. Its enactment, however, sheds some light upon
what Congress thought it had authorized in 1947.

There is no doubt that the purpose of certain provisions of the 1949
Act was to protect clandestine activities of the CIA. The Act waives
the normal restrictions placed on government acquisition of materiel,
hiring, and accounting for funds expended. If Congress did not be-

293 Cong. Rec. 9404 (1947).
1 I'bid, p. 9430.
* Ibid, p. 9447.
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lieve that some type of clandestine activity had been authorized by
the National Security Act, these provisions would not have been
necessary.

Further, the Congress had reason to believe that the CIA was al-
ready engaged in espionage. Prior to passage of the Act, there had
been discussion in the press of CIA involvement in direct clandestine
collection.’* Clandestine collection was specifically discussed in closed
hearings on the Act,* and finally, in floor debates Members of Con-
gress referred to the legislation as “an espionage bill.” ** While there
was much debate on the floor of both Houses as to the wisdom of spe-
cific provisions of the bill and the general need for secrecy in the en-
actment process, no one suggested that the provisions of the bill were
unwarranted because the operations which they were designed to
facilitate were not authorized by law.

The Central Intelligence Agency Act appears to represent congres-
sional endorsement of the view that the National Security Act had au-
thorized the CIA to engage in direct clandestine collection. That is a
view consistent with the language of the National Security Actand, to
the degree that the history addresses the issue, with its legislative
history.

B. Coverr AcrtioN

Covert action is defined as clandestine activity designed to influence
foreign governments, events, organizations or persons in support of
U.S. foreign policy conducted in such a way that the involvement of
the U.S. Government is not apparent. In its attempts directly to
influence events it is distinguishable from clandestine intelligence
gathering—often referred to as espionage. It has been argued that
authority for the CIA to conduct covert action can be found in the
1947 National Security Act, the 1949 Central Intelligence Agency Act
and the post enactment interpretation of those acts by the Congress
and the Executive.

The National Security Act contains no reference to covert action.
Section 102(d) (5) of the Act has been cited, however, as the statutory
basis for covert action. That paragraph provides that the A gency shall
“perform such other functions and duties related to intelligence affect-
ing the national security as the National Security Council may, from
time to time, direct.” Paragraph 5 was cited by the National Security
Council in authorizing covert action by the CIA in NSC—4-A and
NSC10/2.

The language of 50 U.S.C. 403(d) (5) may in fact authorize a broad
range of activities not otherwise specified in the Act. An important
limitation on such authorization, however, is that the activities must
be “related to intelligence affecting the national security.” Many covert
actions are “related to intelligence” in the sense that their perform-
ance is tied to clandestine intelligence operations, uses the same meth-

1B aThe X at Bogota,” The Washington Post, 4/13/48; Hanson W. Baldwin,
“Intelligence—I1,” The New York Times, 7/22/48.

M Gen. Hoyt S. Vandenberg testimony, House Armed Services Committee
Hearing on H.R. 5871, 4/8/48. (The CIA Act was not passed by the 80th Con-
gress in 1948, but the same bill reported by the House Armed Services Committee
in 1948 was enacted by the 81st Congress in 1949.)

95 Cong. Rec. 1946, 1947 (1949).
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ods, and yields an intelligence product. It must be noted, however,
that the chief purpose of these operations is not to gather intelligence,
and that many covert actions, such as the invasion of the Bay of Pigs,
have only the most limited relationship to “intelligence affecting the
national security.” :

Given the fact that some of the actions which the CIA has taken to
influence events in other countries are arguably “related to intelligence
affecting the national security”, again it may be useful to examine the
legislative history of the National Security Act to determine if these
forms of covert action were within the range of activities which Con-
gress intended to authorize. But there is little in the public record or
even in the House Committee’s executive session transcript which sheds
any light on the intent of Congress with respect to covert action. Occa-
sional references were made to “operational activities”,'¢ “special oper-
ations,’” or “operational procedures,” '® but the context of these re-
marks indicates that they were at least as likely to refer to the
clandestine collection of intelligence as to covert action. In any case,
these terms were never used in such a way as to indicate clearly that
the Congress intended to authorize the activities which they encom-
passed. A memorandum by the CIA’s general counsel, written soon
after the passage of the Act, concedes that the legislative history con-
tains nothing to show that Congress intended to authorize covert action
by the CIA.*® :

Neither the 1947 Act nor its legislative history, however, indicates
congressional intent to prohibit covert actions by the Agency. As pre-
viously noted, the Executive had intended from the outset that the
CIA would engage in clandestine collection of intelligence. The
flexibility which 50 U.S.C. 403(d)(5) conveyed to the Agency,
together with the capacity to act in secret which was being developed
in connection with its clandestine collection function, made the CIA
an attractive candidate to carry out these additional senstitive opera-
tions. The executive branch was soon to seize upon this flexibility and
assign major covert operations to the Agency.

In December 1947 the National Security Council instructed the CTA
to undertake covert psychological operations.?® Six months later the
1‘{853 vastly expanded the range of covert activities authorized to in-
clude:

propaganda ; economic warfare; preventive direct action, in-
cluding sabotage, anti-sabotage, demolition and evacuation
measures; subversion against hostile states, including assist-
ance to guerrilla and refugee liberation groups, and support
of indigenous anti-Communist elements in the threatened
countries of the free world.

Under the authority of 50 U.S.C. 403 (d) (5), there was established an
Office of Special Projects to conduct covert actions.?

** James Forrestal testimony, House Committee on Expenditures in the Execu-
tive Departments. Hearings on H.R. 2319, 1947, p. 120.

 Memorandum from Allen Dulles, 4/25/47, Senate Armed Services Committee.
Hearings on 8. 758, p. 529.

293 Cong. Rec., 9447, 1947.

* Memorandum from the CIA General Counsel to the Director, 9/25/47.

2 NSC-4-A, 12/17/47.

* NSC Directive, 6/18/48.

2 I'bid.
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All of this occurred prior to enactment of the Central Intelligence
Agency Act in 1949. As noted previously, the CIA Act included pro-
visions the clear purpose of which was to protect the security of secret
operations. What is not clear is whether these operations were meant
by the Congress to include covert action as we now understand the
term.

By 1948 the CIA was already engaged in a variety of covert actions.
In seeking passage of the Central Intelligence Agency Act the Execu-
tive anticipated that its provisions would facilitate these operations,
as well as covert collection. Remarks in executive session of the House
Committee on Armed Services indicate that such operations were used
to justify passage of the Act, and that this committee knew that plans
for covert action were then pending, which the Act was necessary to
implement.??

Tiere is no evidence that the full Congress, on the other hand, knew
or understood the range of clandestine activities, including covert ac-
tion, which the Executive was undertaking. The Committee reports
on the bills that were to become the Central Intelligence Agency Act
include no reference to covert action, and the floor debates do not indi-
cate that the Congress knew that covert action, as opposed to clandes-
tine intelligence gathering, was being or would be undertaken by the
CIA.?* Thus, while the very nature of some of the provisions of the
1949 Act indicates that the Congress assumed that the CIA would en-
gage in some clandestine activities, and while the legislative history
of that Act indicates that these operations were expected to include
espionage, there is nothing in the legislation or its history to indicate
that the full Congress meant by the Act to facilitate covert action.

It has been suggested that congressional provision of funds to the
CIA indicates congressional approval of, or authorization for the
CIA’s conduct of covert action. Such a premise was offered in a
1962 internal memorandum of the Agency’s General Counsel * and
in a Justice Department memorandum dated two days later.” In
December 1975 this argument was made publicly by the Special Coun-
sel to the Director of the CIA in testimony before the House Select
Committee on Intelligence. The Special Counsel said that given “CIA
reporting of its covert action programs to Congress, and congres-
sional appropriation of funds for such programs” the “law is clear
that, under these circumstances, Congress has effectively ratified the
authority of the CIA to plan and conduct covert action under the
direction of the President and the National Security Council.” '

The principal problem with this analysis is that the CIA has not
reported its covert action programs to Congress as a whole, but only

= Vandenberg, House Armed Services Committee Hearings on H.R. 5871, 4/8/
48.
% It was remarked in the House debates, however, in the context of a discus-
sion of intelligence gathering that “in spite of all our wealth and power and
might we have been extremely weak in psychological warfare, notwithstanding
the fact that an idea is perhaps the most powerful weapon on this earth.”
95 Cong. Rec. 1947 (1949).

= Memorandum from the CIA General Counsel to the Director, 1/15/62, p. 2.

2 Memorandum, Office of Legislative Counsel, Department of Justice, 1/17/62,
pp. 12-13.

7 Pestimony of Mitchel Rogovin, Special Counsel to the Director of Central
Intelligence, House Select Intelligence Committee Hearings, 12/9/75, pp. 1735~
1736.
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to a few members of a few committees of Congress. Small subcom-
mittees of the Armed Services and Appropriations Committees in each
House were briefed to some extent on these activities until 197 4, when
the Foreign Assistance Act was amended to require that six com-
mittees of Congress be informed with respect to those foreign activ-
ities of the CIA which are not intended solely for obtaining necessary
intelligence. “

Other members of Congress may ultimately have become gener-
ally aware that the CIA engaged in some non-intelligence production
operations; the role of the CIA in the Bay of Pigs operation, for
example, was widely known. Still it cannot be said that Congress as
a whole, knowing that the Agency made a practice of covert actions,
ratified such operations by appropriating funds for them. The Con-
gress as a whole has never voted for appropriations for the CIA. The
funds provided to the CIA are concealed in the appropriations made
to' other agencies, they are then transferred to the CIA, pursuant to
the provisions of the CIA Act of 1949, with the approval of the OMB
and selected members of the Appropriations Committees. Congress
as a whole has known neither how much the CIA would receive nor
where the funds which would be transferred to the CIA were con-
cealed. A question has been raised as to whether the CIA is even
“appropriated” funds pursuant to constitutional requirements.?®

More convincing than the argument that Congress has ratified covert
action by appropriation is the suggestion that ratification has been
by acquiescence. Although the Congress as a whole has not made
appropriations for covert action, in recent years it has been
aware that funds for such operations were being channeled to the
CTA. Congress has had the power to put an end to these activities by
attaching conditions to the use of funds appropriated by it. The
failure to exercise this power may be interpreted as congressional
ratification of CIA authority.

In December 1974 the Congress passed a set of amendments to the
Foreign Assistance Act of 1961. Section 32 of these amendments,
which became Section 662 of the 1961 Act and is known as the Hughes-
Ryan Amendment, provides:

Limitations on intelligence activities.—(a) No funds appro-
priated under authority of this or any other act may be ex-
pended by or on behalf of the Central Intelligence Agency
for operations in foreign countries, other than activities in-
tended solely for obtaining necessary intelligence, unless and
until the President finds that each such operation is impor-
tant to the national security of the United States and reports,
in a timely fashion, a description and scope of such operation
to the appropriate committees of the Congress, including the
Committee on Foreign Relations of the United States Senate
and the Committee on Foreign Affairs of the United States
House of Representatives. (b) The provisions of subsection
(a) of this section shall not apply during military operations
initiated by the United States under a declaration of war ap-
proved by the Congress or an exercise of powers by the Presi-
dent under the War Powers Resolution. 22 U.S.C. 2422.

2 Blliot Maxwell, “The CIA’s Secret Funding and the Constitution,” Yale Law
Journal, Vol. 84 (1975), pp. 608-636.
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The Hughes-Ryan Amendment was cited by the Special Counsel to
the Director of the Central Intelligence Agency when he appeared
before the House Select Committee on Intelligence to argue that Con-
gress has “both acknowledged and ratified the authority of the CIA
to plan and conduct covert action.” He said that the provision “clearly
implies that the CIA is authorized to plan and conduct covert
action.” 2°

Section 32 does not explicitly authorize covert action by the Central
Intelligence Agency. On its face it contributes nothing to the CIA’s
authority to do anything. It can be argued, however, that the amend-
ment represents recognition by the Congress that authority for the
CIA to engage in covert action does exist. This argument has consid-
erable merit. While certain restrictions were placed upon the conduct
of covert action, it was not foreclosed as it could have been. On the
other hand, it can be argued that the amendment merely represents
Congress’ acknowledeement that the CIA does carry out non-intelli-
gence production activities. The purpose of Section 32 was to acquire
information about these operations so that a decision could be made
about their legitimacy. This argument is bolstered by the fact that a
number of the proponents of the amendment, including its sponsor
in the Senate, saw the amendment as a temporary measure. Senator
Hughes stated on the floor that the measure “provides a temporary
arrangement, not a permanent one, recognizing that a permanent ar-
rangement is in the process of being developed.” * Thus the amend-
ment might be seen .not as congressional ratification of the CIA’s au-
thority to conduct covert action, but as a temporary measure to place
limits on what the CTA was doing anyway. At the same time, the
measure reguires reporting so that Congress, traditionally deprived
of information about covert action, can determine what further action
to take with respect to this activity.

The significance of the events up to 1974 is that until that date
Congress could escape a full share of responsibility for the CIA’s
covert actions. Enactment of the Hughes-Ryan Amendment, however,
does represent formal acknowledgement by Congress that the CIA
engages in operations in foreign countries for purposes other than
obtaining intelligence. Since passage of that Act, six standing com-
mittees of Congress have received information on specific CTA covert
actions, and public hearings have been held on the subject by the
Select Committee. The full Congress now has information on covert
action, and it has the power to prohibit or further restrict this activity,
either directly or through limitations on the expenditure of funds. If
Congress takes no such action, a convincing argument can be made that
it has authorized covert action by acquiescence.

C. DoMEsTIC ACTIVITIES

The record shows that the CIA has engaged in a variety of clandes-
tine collection programs directed at the activities of Americans within
the United States. Some of these activities have raised constitutional

#® Rogovin, House Select Committee on Intelligence, Hearings, 12/8/75, p. 1737.
® Cong. Rec. S18062, daily ed., 10/2/74.
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questions related to the rights of Americans to engage in political
activity free from government surveillance. But they have also raised
questions about (1) the authority of the CIA, under its charter, to
collect and use information about Americans, and (2) the extent to
which the specific statutory prohibition on police and internal security
functions by the CIA restricts these domestic activities.

The National Security Act of 1947 defines the duties of the CIA in
terms of “intelligence” or “intelligence relating to the national secur-
ity.” The legislative history of the Act clearly shows that Congress
intended the activities authorized by this language to be related to
foreign intelligence.®* This construction is aided by the statute’s provi-
sion that “the Agency shall have no police, subpena, law enforcement
power, or internal-security functions,” (50 U.S.C. 403(d) (3)). In re-
cent years, however, the executive branch has interpreted foreign intel-
ligence broadly to include intelligence programs the purpose of which
is to determine foreign influence on dissident domestic groups. These
programs have involved intelligence gathering within the United
States directed at United States nationals. They have continued, under
Presidential orders, even when no significant foreign connections were
found. Even if these investigations had been. based at the outset upon
specific evidence of contact between domestic groups and hostile for-
eign governments or powers, however, and even if they had been
terminated immediately when they revealed no foreign threat, a ques-
tion arises as to whether such investigations would be authorized by
the National Security Act.

The legislative history of the Act shows that in establishing the CIA
Congress contemplated an agency which not only would be limited
to foreign intelligence operations but one which would conduct very
few of its operations within the United States. It was contemplated
that the Agency would have its headquarters here,2? and in House
Committee hearings in executive session the possibility of seeking for-
eign intelligence information from private American citizens who
traveled abroad was discussed with approval.®® But in public and in
private it was generally agreed among legislators and representatives
of the Executive that the CIA would be “confined out of the continen-
tal limits of the United States and in foreign fields,” 3¢ that it should

% The purpose of the CIA was to take over the functions of the CIG, which had
acted as a foreign intelligence agency. The assumption that the CIA would con-
tinue in the foreign intelligence field underlies much of the legislative debates
over Section 102 of the National Security Act. For example, in the House floor
debates it was remarked that, “The Central Intelligence Agency deals with in-
telligence outside the United States;” [93 Cong. Rec. 9494 (1947)], that “the
Central Intelligence Agency is supposed to operate only abroad” (Ibid, p. 9448)
and that “the Central Intelligence Agency deals only with external security”
(Ibid, p. 9447). It was frequently remarked that the Agency was not to be per-
mitted to act as a domestic police or “Gestapo.” [Senate Armed Services Com-
mittee, Hearings on S. 758, (1947), p. 497; House Expenditures in the Executive
Departments Committee, Hearings on H.R. 2319 (1947), pp. 127, 438, 479-481;
93 Cong. Rec. 9413, 9422, 9443 (1947).] Specific care was taken to prevent the CIA
or the Director of Central Intelligence from interfering in-any way with the
functions of the FBI [see 50 U.8.C. 403 (e) and 93 Cong. Rec. 9447-9448 (1947).]

2 Vandenberg testimony, House transeript, 6/27/47, p. 60.

33 Allen Dulles testimony, Ibid., p. 52-53, 66.

* Ibid., p. 59.
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have no “police power or anything else within the confines of this coun-
try,” 35 and that it was “supposed to operate only abroad.” *¢

This view was reiterated in the legislative history of the Central
Intelligence Agency Act of 1949. The following exchange took place
between Rep. Holifield ‘and Rep. Sasscer of the House Committee on
the Armed Services, which had reported the 1949 bill :

Mr. Hourriewn. I would like to question the gentleman from Mis-
souri. On page 4 of the report, subsection 5(b), it is provided that an
employee while in this country on leave may be assigned to temporary
duty in the United States for special purposes or reorientation prior to
returning to foreign service.

In the original unification bill passed through the Committee on
Expenditures, of which I am a member, we had the setting up of this
CIA. It was clearly brought out at that time that no internal security
work of any kind would be done by the CIA ; that all of its intelligence
work would be done in a foreign field. In view of this particular para-
graph here I want to be assured at this time that such special duties as
are mentioned here, or reorientation, do not apply to security functions
in the United States.

Mr. Sasscer. Mr. Speaker, if the gentleman will yield, I will say to
the gentleman that that is correct, that this bill is in no wise directed to
internal security. If they come back here it is purely a matter ofJeave,
and reorientation, and training to go back into their work in foreign
countries. 95 Cong. Rec. 1947-1948 (1949).

The bill which had been submitted by the Executive to establish the
Agency in 1947 incorporated by reference the provisions of the Presi-
dential Directive of January 22, 1946, which established the CIG and
provided that it would have “no police, law enforcement or internal
security functions.” " Partly in an effort to ensure that the CIA did not
exceed the bounds which Congress contemplated for its activities, the
bill was amended to include this prohibition and other provisions of the
1946 Directive in its text. Members of Congress were concerned that
the Directive could be amended, without consulting Congress, to assign
to the CIA responsibilities which would affect the rights of the Ameri-
can people.*®

* Ibid., p. 60.

*93 Cong. Rec. 9448 (1947).

# The Presidential Directive also specified at Section 9 that “Nothing contained
herein shall be construed to authorize the making of investigations inside the
continental limits of the United States and its possessions except as provided by
law and Presidential Directives.” According to Lawrence Houston, this provision
had been added to the Directive at the request of the FBI, which was concerned
that the CIG should not become involved in investigating subversive groups in
the United States. It was not included in the statutory draft, however, because
of an agreement between the CIG and the FBI that CIG could gather foreign
intelligence within the United States from such sources as businessmen who
traveled abroad.(Lawrence Houston testimony, President’s Commission on CIA
Activities, 3/17/75, pp. 1656-1657.) .

® Dulles testimony, House transeript, 6/27/47, pp. 57-58. When General Vanden-
berg was consulted about this possibility in executive session of the House Com-
mittee on Executive Expenditures, he responded, “No sir; I do not think there
is anything in the bill, since it is all foreign intelligence, that can possibly affect
any of the privileges of the people of the United States.” But Congress continued
to be concerned about the potential for a secret domestic police in the CIA. As
Rep. Brown responded to General Vandenberg, “There are a lot of things that
might affect the privileges and rights of the people of the United States that are
foreign, you know.” (Vandenberg testimony Ibid., p. 32.)

207-932 O - 176 - 10
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By codifying the prohibition against police and internal security
functions, Congress apparently felt that it had protected the American
people from the possibility that the CIA might act in any way that
would have an impact upon their rights.

The CIA, however, has interpreted the interrial security prohibition
narrowly to exclude investigations of domestic activities of American
groups for the purpose of determining foreign associations. But his-
tory indicates that at the time of enactment of the National Security
Act, threats to “internal security” were widely understood to include
domestic groups with foreign connections. Investigations by the FBI
of American groups with no such connections, in fact, have been a
recent phenomenon. The original order from President Roosevelt to
J. Edgar Hoover to begin internal security operations was to investi-
gate foreign communist and fascist influence within the United
States.?® There is no evidence that by 1947 these investigations were
considered foreign intelligence. ‘

The CIA’s domestic intelligence programs have not relied for their
authority solely upon the premise that the agency’s mandate to engage
in foreign intelligence activities includes information gathering on
foreign contacts of domestic groups. As authority for some of its
operations with the United States, the Agency has relied upon Sec-
tion 102(d) (3) of the National Security Act, which charges the Direc-
tor of Central Intelligence with responsibility to protect intelligence
sources and methods from unauthorized disclosure.*®

The CIA has construed the sources and methods language broadly to
authorize investigation of domestic groups whose activities, including
demonstrations, have potential, however remote, for creating threats to
CIA installations, recruiters or contractors. In the course of carrying
out these investigations the Agency has collected general information
about the leadership, funding, activities, and policies of targeted
groups.

These activities have raised serious questions as to (1) whether such
a broad interpretation of the sources and methods language is consist-
ent with the intent of Congress in enacting that provision, and (2)
again, whether such an interpretation is consistent with the statutory
prohibition against conduct by the CIA of internal security functions.

The sources and methods langnage was discussed only briefly in the
recorded legislative history of the National Security Act. As originally
drafted, the proposed Act had charged the Director with “fully” pro-
tecting sources and methods. In the House Committee executive ses-
sion, however, General Vandenburg suggested that the Director could
not possibly “fully” protect sources and methods, and the word “fully”
was subsequently dropped.** According to the former General Counsel
to the CIA, who was privy to many of the discussions and debates on
the legislation as it was being prepared, the purpose of the sources and
methods provision was essentially to allay concern in the military
services that thé Agency would not operate with adequate safeguards
to protect the services’ intelligence secrets.** Despite congressional

® See Domestic Intelligence Report, p. 25.

© See detailed report on CHAOS report.

“ Houston, President’s Commission on the CIA. 8/17/75, pp. 1654-1655; Staff
summary of Lawrence Houston interview, 6/11/75.

“* Vandenberg testimony House transeript, 6/27/47, p. 28.
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concern, expressed again and again during hearings and floor de-
bates on the bill, that the CIA was to have no potential for in-
fringing upon the rights of American citizens and that it was to be
virtually excluded from acting within the United States, no one ques-
tioned whether the sources and methods language would raise prob-
lems in this area. The lack of interest in the provision suggests that it
was not viewed as conveying new authority to investigate; rather it
charged the Director of Central Intelligence Agency with responsibil-
ity to use the authority which he already had to protect sensitive intel-
ligence information. This could mean implementing strict security
procedures within CIA facilities and conducting background investi-
gations of CIA personnel (although according to the former Agency
General Counsel, the CIA first requested that the FBI perform this
investigative function; J. Edgar Hoover refused to assume this re-
sponsibility on grounds of insufficient personnel within his own Bu-
reau **), Given the prohibition against internal security functions, it
is unlikely that the provision was meant to include investigations of
private American nationals who had no contact with the CIA, on the
grounds that eventually their activities might threaten the Agency.

“ Houston, President’s Commission on CIA activities within the United States,
3/17/75, pp. 1655-1656.



VIII. COVERT ACTION

No activity of the Central Intelligence Agency has engendered more
controversy and concern than “covert action,” the secrct use of power
and persuasion. The contemporary definition of covert action as used
by the CIA—*“any clandestine operation or activity designed to influ-
ence foreign governments, organizations, persons or events in support
of United States foreign policy”—suggests an all-purpose policy tool.
By definition, covert action should be one of the CIA’s least visible
activities, yet it has attracted more attention in recent years than any
other United States foreign intelligence activity. The CIA has been
accused of interfering in the internal political affairs of nations rang-
ing from Iran to Chile, from Tibet to Guatemala, from Libya to Laos,
from Greece to Indonesia. Assassinations, coups d’etat, vote buying,
economic warfare—all have been laid at the doorstep of the CIA. Few
political crises take place in the world today in which CIA involve-
ment is not alleged. As former Secretary of Defense Clark Clifford
told the Committee:

The knowledge regarding such operations has become so
widespread that our country has been accused of being re-
sponsible for practically every internal difficulty that has
occurred in every country in the world.!

Senate Resolution 21 authorized the Committee to investigate

“the extent and necessity of overt and covert intelligence activities in
the United States and abroad.” 2 In conducting its inquiry into covert
action, the Committee addressed several sets of questions:

—First, what is the past and present scope of covert action ?
Has covert action been an exceptional or commonplace tool of
United States foreign policy? Do present covert operations
meet the standard—set in the Hughes-Ryan amendment to
the 1974 Foreign Assistance Act—of “important to the na-
tional security of the United States?”

—Second, what is the value of covert action as an instru-
ment of United States foreign policy ? How successful have
covert operations been over the years in achieving short-range
objectives and long-term goals? What have been the effects of
these operations on the “targeted” nations ? Have the costs of
these operations, in terms of our reputation throughout the
world and our capacity for ethical and moral leadership,
outweighed the benefits achieved ?

* Clark Clifford testimony, 12/5/75. Hearings, Vol. 7, p. 51.

? Senate Resolution 21, Section 2, Clause 14. The CIA conducts several kinds of
covert intelligence activities abroad: clandestine collection of positive foreign
intelligence, counterintelligence (or liaison with local services), and covert
action. Although there are a variety of covert action techniques, most can be
grouped into four broad categories: political action, propaganda, paramilitary,
and economic action.

(141)



142

—Third, have the techniques and methods of covert action
been antithetical to our principles and ideals as a nation?
United States officials have been involved in plots to assassi-
nate foreign leaders. In Chile, the United States attempted
to overthrow a democratically elected government. Many
covert operations appear to violate our international treaty
obligations and commitments, such as the charters of the
United Nations and Organization of American States. Can
these actions be justified when our national security interests
are at stake ?

—TFourth, does the existence of a covert action capability
distort the decisionmaking process? Covert operations by
their nature cannot be debated openly in ways required by
a constitutional system. However, has this meant that, on
occasion, the Executive has resorted to covert operations to
avoid bureaucratic, Congressional, and public debate? Has
this contributed to an erosion of trust between the executive
and legislative branches of government and between the
government and the people?

—Fifth, what are the implications of maintaining a
covert action capability, as presently housed in the CIA’s

" Directorate for Operations? Does the very existence of this
capability make it more likely that covert operations will be
presented as a policy alternative and be implemented? Has
the maintenance of this standing capability generated, in
itself, demands for more and more covert action ? Conversely,
what are the implications of no¢ maintaining a covert action
capability ? Will our national security be imperiled ? Will our
policymakers be denied a valuable policy option ?

—Sixth, is it possible to accomplish many of our covert
objectives through overt means? Radio Free Europe and
Radio Liberty may be instructive in this regard. For years
RFE and RL were operated and subsidized, covertly, by the
CTA. Today they operate openly. Could other CIA covert
activities be conducted in a similar manner?

—TFinally, should the United States continue to maintain a
covert action capability? If so, should there be restrictions
on certain kinds of activities? What processes of authoriza-
tion and review, both within the executive and legislative
branches, should be established ? '

Over the past year, the Committee investigated several major
covert action programs. These programs were selected to illustrate
(1) covert action techniques, ranging from propaganda to paramili-
tary activities, from economic action to subsidizing and supporting for-
eign political parties, media, and labor organizations; (2) different
kinds of “target” countries, from developed Western nations to less
developed nations in Africa, Asia and Latin America; (3) a broad
time span, from 1947 to the present; and (4) a combination of cases
that the CIA considers to be representative of success and failure.
One of the Committee’s case studies, Chile, was the subject of a
publicly released staff report.’ It served as background for the Com-

2 Senate Select Committee, “Covert Action in Chile.”
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mittee’s public session on covert action. During its covert action in-
quiry, the Committee took extensive testimony in executive session
and received 14 briefings from the CIA. The staff interviewed over
120 persons, including 13 former Ambassadors and 12 former CIA
Station Chiefs. The successor Senate intelligence oversight commit-
tee(s) will inherit the Committee’s classified covert action case studies
as well as a rich documentary base for future consideration of covert
action.

In addition to the major covert action case studies, the Committee
spent five months investigating alleged plots to assassinate foreign
leaders. This inquiry led, inevitably, into covert action writ large.
Plots to assassinate Castro could not be understood unless seen in
the context of Operation MONGOOSE, a massive covert action
program designed to “get rid of Castro.” The death of General Schnei-
“der 1n Chile could not be understood unless seen in the context of what
was known as Track IT—a covert action program, undertaken by the
CIA at the direction of President Nixon, to prevent Salvador Allende
from assuming the office of President of Chile. During the assassina-
tion inquiry, the Committee heard from over 75 witnesses during 60
days of hearings.

The Committee has chosen not to make public the details of all the
covert action case studies, with the exceptions noted above. The force
of the Committee’s recommendations on covert action might be
istrengthened by using detailed illustrations of what the United
iStates did under what circumstances and with what results in country
i“X” or “Y.” The purpose of the Committee in examining these cases,
however, was to understand the scope, techniques, utility, and pro-
priety of covert action in order to make recommendations for the
future. The Committee concluded that it was not essential to expose
past covert relationships of foreign political, labor and cultural leaders
with the United States Government nor to violate the confidentiality
of these relationships. Therefore, names of individuals and institu-
tions have been omitted.

In addition, the Committee decided, following objections raised by
the CIA, not to publicly release two sections og this Report—*“Tech-
niques of Covert Action” and “Covert Action Projects: Initiation,
Review, and Approval.” These two sections will be submitted to the
Members of the Senate in a classified form. However, for a discussion
of covert action techniques, as they were practiced in Chile, see the
Committee Staff Report, “Covert Action in Chile: 1963-1973” (pp-
6-10, 14-40).

A. EvorutioN oF Coverr ActioN

Covert action was not included as one of the charter missions of the
CIA. The National Security Act of 1947 (which established the
Agency and the National Security Council) does not specifically men-
tion or authorize secret operations of any kind, whether for intelligence
collection or covert action.’ The 1947 Act does, however, contain a
provision which directs the CIA to “perform such other functions and
duties related to intelligence affecting the national security as the

‘ Senate Select Committee, Hearings, 12/4-5/75, Vol. 7.
® See Appendix I, “Congressional Authority for the CIA to Conduct Covert
Actions.”
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National Security Council may from time to time direct.” ¢ One of the
drafters of the 1947 Act, former Secretary of Defense Clark Clifford,
has referred to this provision as the “catch-all” clause. According to
Mzr. Clifford:

Because those of us who were assigned to this task and had
the drafting responsibility were dealing with a new subject
with practically no precedents, it was decided that the Act
creating the Central Intelligence Agency should contain a
“catch-all” clause to provide for unforeseen contingencies.
Thus, it was written that the CIA should “perform such other
functions and duties related to intelligence affecting the na-
tional security as the National Security Council may from
time to time direct.” It was under this clause that, early in the
operation of the 1947 Act, covert activities were authorized.
T recall that such activities took place in 1948 and it is even
possible that some planning took place in late 1947. It was
the original concept that covert activities undertaken under
the Act were to be carefully limited and controlled. You will
note that the language of the Act provides that this catch-
all clause is applicable only in the event that the national
security is affected. This was considered to be an important
limiting and restricting clause.?

Beginning in December 1947, the National Security Council issued
a series of classified directives specifying and expanding the CIA’s
covert mission.® The first of these directives, NSC—4—A, authorized the
Director of Central Intelligence (DCI) to conduct covert psycho-
logical operations consistent with United States policy and in coordi-
nation with the Departments of State and Defense.

A later directive, NSC 10/2, authorized the CIA to conduct covert
political and paramilitary operations. To organize and direct these
activities, a semi-independent Office of Policy Coordination (OPC)
was established within the CIA. OPC took policy direction from the
Departments of State and Defense.” The directive establishing OPC
referred to the “vicious covert activities of the U.S.S.R.” and author-
ized the OPC to plan and conduct covert operations, including covert
political, psychological, and economic warfare. These early activities
were directed against the Soviet threat. They included countering
Soviet propaganda and covert Soviet support of labor unions and
student groups in Western Europe, direct U.S. support of foreign
political parties, “economic warfare,” sabotage, assistance to refugee
liberation groups, and support of anti-Communist groups in occupied
or threatened areas.

Until a reorganization in June, 1950, OPC’s responsibilities for
paramilitary action were limited, at least in theory, to contingency
planning. Networks of agents were trained to assist the escape of re-

°50 U.S.C. 403(d) (5).

7 Clifford, 12/5/75, Hearings, pp. 50-51.

s Yor a full discussion of the National Security Council and its direction of
intelligence activities, see Chapter IV, “The President’s Office.”

® The semi-independent status of OPC within the CIA created a rivalry with
the existing CIA component responsible for clandestine intelligence, the Office of
Strategic Operations.
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sistance forces and carry out sabotage behind enemy lines in the event
of war. However, OPC did conduct some guerrilla-type operations in
this early period against Soviet bloc countries, using neighboring
countries as bases and employing a variety of “black” activities.?®

The size and activities of the OPC grew dramatically. Many covert
action programs initiated in the first few years as an adjunct to the
United States policy of communist containment in Europe eventually
developed into large-scale and long-term operations, such as the
clandestine propaganda radios aimed at the Soviet bloc—Radio Free
Europe and Radio Liberty.

Many early OPC activities involved subsidies to European “counter-
front” labor and political organizations. These were intended to serve
as_alternatives to Soviet- or communist-inspired groups. Extensive
OPC labor, media, and election operations in Western Europe in the
late 1940’s, for instance, were designed to undercut debilitating strikes
by communist trade unions and election advances by communist par-
ties. Support for “counterfront” organizations, especially in the areas
of student, labor and cultural activities, was to become much more
prevalent in the 1950s and 1960s, although they later became inter-
national rather than European-oriented.

Communist aggression in the Far East led the United States into
war in Korea in June 1950. At thé same time, Defense Department
pressure shifted the focus of OPC activities toward more aggressive
responses to Soviet and Chinese Communist threats, particularly mili-
tary incursions. Large amounts of money were spent for guerriila and
propaganda operations. These operations were designed to support
the United States military mission in Korea. Most of these diversionary
paramilitary operations never came to fruition. For example, during
this period the CIA’s Office of Procurement, acquired some $152 million
worth of foreign weapons and ammunition for use by guerrilla forces
that never came into existence.

As a result of the upsurge of paramilitary action and contingency
planning, OPC’s manpower almost trebled during the first year of
the Korean War. A large part of this increase consisted of paramilitary
experts, who were later to be instrumental in CIA paramilitary opera-
tions in the Bay of Pigs, the Congo, and Laocs, among others. In'support
of paramilitary activities the CIA had bases and facilities in the
Uinited States, Europe, the Mediterranean and the Pacific. OP(’s in-
creased activity was not limited to paramilitary operations, however.
By 1953, there were major covert operations in 48 countries, consist-
ing primarily of propaganda and political action.

Another event in 1950 affected the development and organizational
framework for covert action. General Walter Bedell Smith became
CTA Director. He decided to merge OPC with the CIA’s Office of
Special Operations.* Although the merger was not completed until

* “Black” activities are those intended to give the impression that they are
sponsored by an indigenous opposition force or a hostile power, rather than by
the United States.

' In order to accomplish the merger, Smith first consolidated the OPC chain
of command by ordering the Director of OPC to report directly to the DCI instead
of through the Departments of State and Defense. Smith also appointed his own
senior representatives to field stations to coordinate the covert activities of the
OPC and the espionage operations of the 0SO. The two offices were often com-
peting for the same potential assets in foreign countries.
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1954, the most important organizational step took place in August
1952—a single new directorate, entirely within the structure and con-
trol of the CIA, was established. Known as the Directorate for Plans
(DDP),*? this new directorate was headed by a Deputy Director and
was assigned responsibility for all CIA covert action and espionage
functions. The CIA’s “Clandestine Service” was now in place.

By the time the DDP was organized, OPC had a large staff
and an annual budget of almost $200 million. It dominated the smaller
and bureaucratically weaker OSO in size, glamour, and attention. Yet,
one of the original purposes of the merger, according to General Smith,
was to protect the OSO function of clandestine intelligence collection
from becoming subordinate to the covert action function of OPC. In
1952, Smith wrote that the merger was:

designed to create a single overseas clandestine service, while
at the same time preserving the integrity of the long-range
espionage and counterespionage mission of the CIA from
amalgamation into those clandestine activities which are sub-

%ct to short-term variations in the prosecution of the Cold -
ar.

Despite Smith’s desires, the Cold War, and the “hot war” in Korea,
increased the standing, and influente, of the covert “operators” within
the CIA. This trend continued throughout the 1950s and 1960s.

The post-Korean War period did not see a reduction in CIA covert
activities. Indeed, the communist threat was now seen to be world-
wide, rather than concentrated on the borders of the Soviet Union
and mainland China. In response, the CIA, at the direction of the
National Security Council, expanded its European and crisis-oriented
approach into a world-wide effort to anticipate and meet communist
aggression, often with techniques equal to those of the Soviet clandes-
tine services. This new world-wide appreach was reflected in a 1955
National Security Council Directive which authorized the CIA to:

~—Create and exploit problems for International Commu-
nism;

—Discredit International Communism, and reduce the
strength of its parties and organization ;

—Reduce International Communist control over any areas
of the world.

The 1950s saw an expansion of. communist interest in the Third
World. Attempts to anticipate and meet the communist threat there
proved to be an easier task than carrying out clandestine activities
m the closed Soviet and Chinese societies. Political action projects in
the Third World increased dramatically. Financial support was pro-
vided to parties, candidates, and incumbent leaders of almost every
political persuasion, except the extreme left and right. The immediate
purpose of these projects was to encourage political stability, and thus
prevent Communist incursions; but another important objective of
political action was the acquisition of “agents of influence” who could
be used at a future date to provide intelligence or to carry out political
action. Through such projects, the CIA developed a world-wide in-

*The name was changed to the Directorate for Operations (DDO) in 1973.
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frastructure of individual agents, or networks of agents, engaged in a
variety of covert activities.

By 1955, the CIA’s Clandestine Service had gone through a number
of reorganizations. It emerged with a structure for the support of
covert action that remained essentially the same until the early 1960s.
The Clandestine Service consisted of seven geographic divisions and a
number of functional staffs—foreign intelligence, counterintelligence,
technical support for covert action, and planning and program co-
ordination. With the demise of paramilitary activities following the
Korean War, the Paramilitary Operations Staff had been abolished
and its functions merged with the staff responsible for psychological
action. An International Organizations Division, created in June 1954,
handled all programs in support of labor, youth, student, and cultural
counterfront organizations.

Using the covert action budget as one measure of activity, the scope
of political and ‘psychological action during the 1950s was greatest
in the Far East, Western Europe, and the Middle East, with steadily
increasing activity in the Western Hemisphere. The international
labor, student, and media projects of the International Organizations
Division constituted the greatest single concentration of covert political
and propaganda activities. Paramilitary action began to increase again
in the late 1950s with large-scale operations in two Asian countries
and increased covert military assistance to a third.:

The Bay of Pigs disaster in 1961 prompted a reorganization of CIA
covert action and the procedures governing it. A new form of covert
action—counterinsurgency—was now emphasized. Under the direction
of the National Security Council, the CIA rapidly expanded its coun-
terinsurgency capability, focusing on Latin America, Africa, and the
Far East. A fter the Geneva agreements of 1962, the CIA took over the
training and advising of the Meo army, previously a responsibility of
U1.S. military advisers. The Laos operation eventually became the larg-
est paramilitary effort in post-war history. In 1962 the Agency also
began a small paramilitary program in Vietnam. Even after the
TTnited States Military Assistance Command (MACYV) took over
paramilitary programs in Vietnam at the end of 1963, the CIA con-
tinued to assist the U.S. military’s covert activities against North
Vietnam.

The CIA’s paramilitary effort continued to expand throughout the
decade. The paramilitary budget reached an all-time high in 1970. It
probably would have continued to climb. had not the burden of the

a'.zos program been transferred to the Department of Defense in
19711

¥ In 1962 a paramilitary office was reconstituted in the CTA. Following the
Bay of Pigs, a panel headed by Lvman Kirkpatrick, then the CIA’s Executive
Director-Comptroller, recommended that an office be created in the Clandestine
Service to centralize and professionalize paramilitary action and contingency
rlanning, drawing upon Agency-wide resources for large-scale operations. As a
result, a new paramilitary division was established. It was to operate under the
guidance of a new NSC approval group—the Snecial Groun (Counterinsurgency).

" Part of the Agency’s interest in paramilitary activities stemmed from the
Agencv’s view that these activities are interdenendent with intelligence collec-
tion funections, DCY John MceCone mrotested the transfer of paramilitary pro-
grams in Vietnam to MACYV in 1963-1964 because he thought that a third of the
intelligence reporting of the CIA’s Vietnam station might be lost with such a re-
duction of CIA participation.
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Paramilitary action was but one of the CTA’s collection of tools
during the early and middle 1960s. Outside the Far East the CIA
mounted an increasing number of political, propaganda, and economic
projects. This was the era of Operation MONGOOSE, a massive covert
assault on the Castro regime in Cuba.’® The need to combat the “export
of revolution” by communist powers stimulated a variety of new
covert techniques aimed at an increasingly broad range of “targets.”
Covert action reached its peak in the years 1964 to 1967.

In contrast to the period 1964 to 1967, when expenditures for polit-
ical and propaganda action increased almost 60. percent, the period
1968 to the present has registered declines in every functional and geo-
araphic category of covert action—except for paramilitary operations
in the Far East which did not drop until 1972. The number of individ-
nal covert action projects dropped by 50 percent from fiscal year 1964
(when they reached an all-time high) to fiscal year 1968. The number
of projects by itself is not an adequate measure of the scope of covert
action. Projects can vary considerably in size, cost, duration, and effect.
Today, for example, one-fourth of the current covert action projects
are relatively high-cost (over $100,000 annually).

No matter which standards are used, covert activities have decreased
considerably since their peak period in the mid- and late 1960s. Re-
cent trends reflect this decrease in covert action. In one country, covert
activities began in the early years of the OPC and became so extensive
in the 1950s and 1960s that they affected almost every element of that
society. A retrenchment began in 1965; by 1974 there were only two
relatively small-scale political action projects. The only covert expendi-
ture projected for fiscal year 1976 is a small sum for the development
of potential “assets” or local agents who may be used for covert action
in the future. In a second country, covert action expenditures in
1975 were less than one percent of the total in 1971. A slight in-
crease was projected for fiscal year 1976, also for the development of
potential assets for future use. The CTA has thus curtailed its covert
action projects in these two countries, although its current investment
in potential assets indicates that the Agency does not want to preclude
the possibility of covert involvement in the future.

Some of the major reasons for the decline of covert activities since
the mid- and late 1960s include:

—a reduction of CIA labor, student, and media projects
following the 1967 Ramparts disclosure and the subsequent
recommendations of the Katzenbach Committee;

—the transfer of covert military assistance in Laos from
the CIA budget to the Defense Department budget in 1971,
and the termination of many other covert activities in that
area with the end of the war in Indochina in 1975 ;

—reductions in overseas personnel of the Clandestine Serv-
ice as a result of studies and cuts made by James Schlesinger,
first when he was with the Office of Management and Budget
and later during his brief tenure as Director of Central In-
telligence in 1973;

5 Senate Select Committee, “Alleged Assassination Plots Involving Foreign
Leaders,” p. 139 £f.
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—shifting U.S. foreign policy priorities in the 1970s,
which have de-emphasized sustained involvement in the in-
ternal affairs of other nations; and .

—concern among Agency officials and U.S. policymakers
that publicity given to CIA covert activities would increase
the chances of disclosure and generally decrease the chances
of success of the kinds of large-scale, high-expenditure proj-
ects that developed in the 1960s.15

B. Co~6ressioNar, OVERSIGHT

There is no reference to covert action in the 1947 National Security
Act, nor is there any evidence in the debates, committee reports, or
legislative history of the 1947 Act to show that Congress intended
specifically to authorize covert operations.’® Since the CIA’s wartime
predecessor, the Office of Strategic Services, had conducted covert
operations, Congress may have anticipated that these operations were
envisioned.

Whether specifically authorized by Congress or not, CIA covert op-
erations were soon underway. Citing the “such other functions and
duties” clause of the 1947 Act as authority, the National Security
Council authorized the CIA to undertake covert operations at its first
meeting in December 1947. At that point Congress became responsible
for overseeing these activities.

Shortly after the passage of the 1947 Act, the Armed Services and
- Appropriations Committees of the House and the Senate assumed
jurisdiction for CTA activities and appropriations. In the Senate, fol-
lowing an informal arrangement worked out with Senators Vanden-
berg and Russell, small CIA subcommittees were created within
Armed Services and Appropriations. Over time, the relations between
the subcommittees and the CIA came to be dominated by two prin-
ciples: “need to know” and “want to know.” i7 The “want to know”
principle was best expressed in a statement made in 1956 by a con-
gressional overseer of the CTA, Senator Leverett Saltonstall : :

It is not a question of reluctance on the part of CIA officials
to speak to us. Instead, it is a question of our reluctance, if
you will, to seek information and knowledge on subjects
which I personally, as a member of Congress and as a citizen,
would rather not have, unless I believed it to be my responsi-
bility to have it because it might involve the lives of Ameri-
can citizens,8

2 The next two sections of this report“‘Covert Action Techniques” and “Covert
Action Projects: Initiation, Review, and Approval,” remain classified after con-
sultation between the Committee and the executive branch. See p. 143.

¥ For a full discussion of the statutory authority for CIA activities, and con-
gressional authorization of covert action, see Chapter VII and Appendix I.

*The Rockefeller Commission made a similar point in its Report :

“In sum, congressional oversight of the CIA has been curtailed by the secrecy
shrouding its activities and budget. At least until quite recently, Congress has not
sought substantial amounts of information. Correspondingly, the CIA has not
generally volunteered additional information.” (Report of the Commission on CIA
Activities Within the United States, 6/6/75, p. 77.)

' Congressional Record—April 9, 1956, p. 8.5292.
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From the beginning, the House and the Senate subcommittees were
relatively inactive. According to information available to the Select
Committee, the Senate Armed Services subcommittee met 26 times be-
tween January 1966 and December 1975. The subcommittee met five
tli(;?es in 1975, twice in 1974, once in 1973 and 1972, and not at all in

971.

Relations between the CTA and the subcommittees came to be de-
termined, in large part, by the personal relationship between the chair-
men and the CIA Director, often to the exclusion of other subcom-
mittee members. Staff assistance was minimal,usually consisting of no
more than one professional staff member.

The two Senate subcommittees had somewhat different responsibili-
ties.” The Appropriations subcommittee was to concentrate on the
budgetary aspects of CIA activities. The Armed Services subcommit-
tee had the narrower responsibility of determining the legislative
needs of the Agency and recommending additional or corrective leg-
islation. It did not authorize the CIA’s annual budget.

The CIA subcommittees received general information about some
covert operations. Prior to the Hughes-Ryan Amendment to the 1974
Foreign Assistance Act, however, the subcommittees were not notified
of these operations on any regular basis. Notifications occurred on the
basis of informal agreements between the CIA and the subcommittee
chairmen.?® CIA covert action briefings did not include detailed de-
scriptions of the methods and cost of individual covert action projects.
Rather, projects were grouped into broad, general programs, either on
a country-wide basis or by type of activity, for presentation to the sub-
committees.

Chile can serve as an example of how oversight of covert action was
conducted. According to CIA records, there was a total of 53 congres-
sional briefings on Chile by the CTA between April 1964 and Decem-
ber 1974. At 33 of these meetings there was some discussion of covert
action; special releases of funds for covert action from the Contin-
gency Reserve were discussed at 23 of them. Of the 33 covert action
briefings, 20 took place prior to 1973, and 13 took place after.2

Of the 33 covert action projects undertaken in Chile between 1963
and 1974 with 40 Committee approval, Congress was briefed in some
fashion on eight. Presumably the 25 others were undertaken without
congressional consultation.?® Of the more than $13 million spent
in Chile on covert action projects between 1963 and 1974, Congress

* Initially the Armed Services and Appropriations subcommittees met separ-
ately. However, in the 1960s, because of overlapping membership the two com-
mittees met jointly. For several years.Senator Richard Russell was chairman
of both subcommittees. .

®In 1967, the House and Senate CIA appropriations subcommittees began
receiving notifications of withdrawals from the CIA’s Contingency Reserve Fund
within 48 hours of the release. In 1975 the two Armed Service subcommittees
began receiving the same notifications, at the initiative of Director Colby.

“The 13 briefings which occurred aftér 1973 (March 1973 to December 1974)
included meetings with the Senate Foreign Relations Subcommittee on Multi-
national Corporations and the House Foreign Affairs Subcommittee on Inter-
American Affairs. All these meetings were concerned with past CIA covert action
in Chile.

2 Among the 25 projects were a $1.2 million authorization in 1971, half of
which was spent to purchase radio stations and newspapers while the other half
went to support municipal candidates in anti-Allende political parties; and an
additional expenditure of $815,000 in late 1971 to provide support to opposition
political parties in Chile.
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received briefings (sometimes before and sometimes after the fact) on
projects totaling about $9.3 million. Further, congressional oversight
committees were not consulted about projects which were not reviewed
by the full 40 Committee. One of these was the Track I attempt by
the CIA, at the instruction of President Nixon, to prevent Salvador
Allende from taking office in 1970.2? A

Congressional oversight of CIA covert operations was altered as
a result of the Hughes-Ryan amendment to the 1974 Foreign Assist-
ance Act. That amendment stated :

Sec. 662. Limitation on Intelligence Activities.—(a) No
funds appropriated under the authority of this or any other
Act may be expended by or on behalf of the Central Intelli-
gence Agency for operations in foreign countries, other than
activities intended solely for obtaining necessary intelligence,
unless and until the President finds that each such operation
is important to the national security of the United States and
reports, in a timely fashion, a description and scope of such
operation to the appropriate committees of the Congress, in-
cluding the Committee on Foreign Relations of the United
States Senate and the Committee on Foreign Affairs of the
United States House of Representatives.?*

The Hughes-Ryan amendment had two results. First, it established
by statute a reporting requirement to Congress on covert action. Sec-
ond, the amendment increased the number of committees that would be
informed of approved covert operations. The inclusion of the Senate
Foreign Relations Committee and the House International Relations
Commiittee was in recognition of the significant foreign policy impli-
cations of covert operations.

Despite these changes, the oversight role of Congress with respect to
covert operations is still limited. The law does not require notification
of Congress before covert operations are implemented. The DCI has
not felt obligated to inform the subcommittees of approved covert
action operations prior to their implementation, although in some cases
he has done so. Problems thus arise if members of Congress object to a
decision by the President to undertake a covert operation.

The recent case of Angola is a good example of the weaknesses of
the Hughes-Ryan amendment. In this case, the Executive fully com-
plied with the requirements of the amendment. In January 1975 the
administration decided to provide substantial covert political sup-
port to the FNLA faction in Angola.? In early February, senior mem-

* With respect to congressional oversight of CIA activities in Chile, the Com-
mittee’s Staff report on *“Covert Action in Chile” concluded :

“Between April 1964 and December 1974, CIA’s consultation with its congres-
sional oversight committees—and thus Congress’ exercise of its oversight func-
tion—was inadequate. The CIA did not volunteer detailed information ; Congress
m(:lsg )often did not seek it.” (Senate Select Committee, “Covert Action in Chile,”
p. 49.

22 USC 2422,

*There were three factions involved in the Angolan conflict: the National
Front for the Liberation of Angola (FNLA), led by Holden Roberto; the National
Union for the Total Independence of Angola (UNITA), led by Jonas Savimbi;
and the Popular Movement for the Liberation of Angola, (MPLA) led by Agos-
tinho Neto. The latter group received military and political support from the
Soviet Union and Cuba.
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bers of the six congressional committees received notification of this
decision. '

In late July the 40 Committee and President Ford approved
an additional expenditure to provide covert military assistance to
the FNLA and a second Angolan faction, UNITA. Again senior
members of the six committees were notified. The Chairman, the
ranking minority member, and Chief of Staff of the Senate Foreign
Relations Committee were briefed in late July. Under procedures es-
tablished within that committee, a notice of the CIA briefing was cir-
culated to all committee members. When Senator Dick Clark, Chair-
man of the Foreign Relations Subcommittee on African Affairs,
learned that the covert action program was in Africa, he requested
further details. On July 28, Clark’s subcommittee was briefed on the
paramilitary assistance program to the FNLA and, apparently, some
members of the subcommittee objected.

In early September the Administration decided to increase its covert
military “assistance to Angola by $10.7 million, bringing the total
amount to $25 million. Again, the required notifications were carried
out.?®

In early November, Senator Clark raised his objections to the
Angola operation before the full Senate Foreign Relations Committee.
The Committee in turn asked Director Colby and Secretary Kissinger
to testify, in closed session, on U.S. involvement in Angola. At this
meeting, several members of the Committee expressed their concern
for the program to Director Colby and Undersecretary Joseph Sisco,
who represented the State Department in Secretary Kissinger’s
absence. Despite this concern, in mid-November President Ford and
the 40 Committee authorized the expenditure of another $7 million for
covert military assistance to Angola. In early December, the con-
gressional committees were notified of this new infusion of military
assistance,

Finding opposition within the briefing mechanism ineffective, Sena-
tor Clark proposed an amendment to a pending military and security
assistance bill. In January 1976 after a complicated series of legislative
actions, additional covert military assistance to Angola was prohibited
by Congress by an amendment to the Defense appropriations bill.

The dispute over Angola illustrates the dilemma Congress faces with
respect to covert operations. The Hughes:Ryan amendment guar-
anteed information about covert action in Angola, but not any control
over this controversial instrument of foreign policy. Congress had to
resort, to the power of the purse to express its judgment and will.

C. Finninas Ann CONCLUSIONS 262

Covert action has been a tool of United States foreign policy
for the past 28 years. Thousands of covert action projects

2 On September 25, 1975 the New York Times first reported the fact of U.S.
covert assistance to the FNLA and UNITA. The article stated that Director Colby
had notified Congress of the Angola operation in accordance with the Hughes-
Ryan amendment, but ‘“no serious objections were raised.” There was little
reaction to the Times article, either in Congress or by the public.

2 See Appendix II which presents summaries of recommendations regarding
covert action made to the Senate Select Committee during the course of its
investigation.
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have been undertaken. An extensive-record has been established on
which to base judgments of whether covert action should have a
role in the foreign policy of a democratic society and, if so, under
what restraints of accountability and control. The Committee’s ex-
amination of covert action has led to the following findings and
conclusions.

1. The Use of Covert Action

Although not a specific charter mission of the Central Intelligence
Agency, covert action quickly became a primary activity. Covert
action projects were first designed to counter the Soviet threat in
Europe and were, at least initially, a limited and ad hoc response
to an exceptional threat to American security. Covert action soon
became a routine program of influencing governments and covertly ex-
ercising power—involving literally hundreds of projects each year.
By 1953 there were major covert operations underway in 48 coun-
tries, consisting of propaganda, paramilitary and political action
projects. By the 1960s, covert action had come to mean “any clandes-
tine activity designed to influence foreign governments, events, orga-
nizatlons or persons in support of United States foreign policy.” Sev-
eral thousand individual covert action projects have been undertaken
since 1961, although the majority of these have been low-risk, low-cost
projects, such as a routine press placement or the development. of an
“agent of influence.”

That covert action was not intended to become a pervasive foreign
policy tool is evident in the testimony of those who were involved in
the drafting of the 1947 National Security Act. One of these drafters,
Clark Clifford, had this to say about the transition of covert action
from an ad hoc response to a frequently used foreign policy tool:

It was the original concept that covert activities under-
taken under the Act were to be carefully limited and con-
trolled. You will note that the language of the Act provides
that this catch-all clause is applicable only in the event that
national security is affected.?® This was considered to be an
important limiting and réstricting clause.

However, as the Cold War continued and Communist ag-
gression became the major problem of the day, our Govern-
ment felt that it was necessary to increase our country’s re-
sponsibilities in protecting freedom in various parts of the
world. It seems apparent now that we also greatly increased
our covert activities. I have read somewhere that as time
progressed we had literally hundreds of such operations
going on simultaneously. It seems clear that these operations
have gotten out of hand.?®

#The CIA, under the 1947 Act, is directed “to perform such other functions
and duties related to intelligence affecting the national security as the National
Security Council may from time to time direct.” -

® Clifford, 12/5/75, Hearings, p. 51.

207-932 O - 76 - 11
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2. Covert Action “Success” and “Failure”

The record of covert action reviewed by the Conunittee suggests that
net judgments as to “success” or “failure” are difficult to draw.* The
Committee has found that when covert operations have been consistent
with, and in tactical support of, policies which have emerged from a
national debate and the established processes of government, these op-
erations have tended to be a success. Covert support to beleaguered
democrats in Western Europe in'the late 1940s was in support of an
established policy based on a strong national consensus. On the other
hand, the public has neither understood nor accepted the covert harass-
ment of the democratically elected Allende government. Recent covert
intervention in Angola preceded, and indeed preempted, public and
congressional debate on America’s foreign policy interest in the fu-
ture of Angola. The intervention in Angola was conducted in the
absence of efforts on the part of the executive branch to develop a
national consensus on America’s interests in Southern Africa.

The Committee has received extensive testimony that covert action
can be a success when the objective of the project is to support an indi-
vidual, a party, or a government in doing what that individual, party,
or government wants to do—and when it has the will and capacity to
do it. Covert action cannot build political institutions where there is
no local political will to have them. Where this has been attempted,
success has been problematical at best, and the risks of exposure
enormously high.

The Committee’s findings on paramilitary activities suggest that
these operations are an anomaly, if not an aberration, of covert
action.®® Paramilitary operations are among the most costly and
controversial forms of covert action. They are difficult, if not impos-
sible, to conceal. They lie in the critical gray area between limited
influence, short of the use of force, and overt military intervention.
As such, paramilitary activities are especially significant. In Viet-
nam, paramilitary strategy formed a bridge between the two levels
of involvement. Paramilitary operations have great potential for
escalating into major military commitments.

Covert U.S. paramilitary programs have generally been designed to
accomplish one of the following objectives: (1) subversion of a hos-
tile government (e.g., Cuba); (2) support to friendly governments

® Former Attorney General and Under Secretary of State Nicholas Katzen-
bach had this to say about covert action “success” and “failure”:

“I start from the premise that some of our covert activities abroad have been
successful, valuable in support of a foreign policy which was understood and
approved by the electorate and Congress . . . I also start from a premise that
some of our activities abroad have not been successful, and have been wrong and
wrongheaded. In some cases we have grossly over-estimated our capacity to
bring about a desired result and have created situations unintended and un-
desirable.” (Nicholas Katzenbach testimony, House Select Committee on In-
telligence, 12/10/75, Hearings, Vol. 5, p. 1797.) . '

31 The Committee studied, in detail, covert military operations in five coun-
tries, including Laos, Vietnam, and Angola. The Committee analyzed paramili-
tary programs in terms of (1) executive command and control; (2) secrecy and
deniability ; (3) effectiveness; (4) propriety; and (5) legislative oversight. The
latter issue is vital because paramilitary operations are directly related to, and
pose special problems for, Congress’ authority and responsibilities in making
war.



155

(Laos) ; (3) unconventional adjunct support to a larger war effort
(Korea, Vietnam, Laos after the middle 1960s).

There ave two principal criteria which determine the minimum suc-
cess of paramilitary operations: (1) achievement of the policy goal;
and (2) maintenance of deniability. 1£ the first is not accomplished, the
operation 1s a failure in any case; 1f the second is not accomplished, the
paramilitary option offers few if any advantages over the option of
overt military intervention. On balance, in these terms, the evidence
points toward the failure of paramilitary activity as a technique of
covert action.*?

Of the five paramilitary activities studied by the Committee, only
one appears to have achieved its objectives. The goal of supporting a
central government was achieved—the same government is still in
power many years later. There were a few sporadic reports of the
operation in the press, but it was never fully revealed nor confirmed.

In no paramilitary case studied by the Committee was complete
secrecy successfully preserved. All of the operations were reported in
the American press to varying extents, while they were going on. They
remained deniable only to the extent that such reports were tentative,
sketchy, and unconfirmed, and hence were not necessarily considered
accurate.

3. The Impact of Covert Action

Assessing the “success” or “failure” of covert action is necessary.
Just as important, however, is an assessment of the impact of covert
action on “targeted” nations and the reputation of the United States
abroad.

The impact of a large-scale covert operation, such as Operation
MONGOOSE in Cuba, is apparent. Less apparent is the impact of
small covert projects on “targeted” countries. The Committee has
found that these small projects can, in the aggregate, have a powerful
effect upon vulnerable societies.

In some cases, covert support has encouraged a debilitating de-
pendence on the United States. In one Western nation the covert
investment was so heavy and so persistent that, according to a former
CIA Station Chief in that country :

Any aspiring politician almost automatically would come
to CIA to see if we could help him get elected . . . They were
the wards of the United States, and that whatever happened
for good or bad was the fault of the United States.

Cyrus Vance, a former Deputy Secretary of Defense, cited another
such example:

Paramilitary operations are perhaps unique in that it is more
difficult to withdraw from them, once started, than covert

32 For example, the covert paramilitary program in Laos certainly ceased to
be plausibly deniable as soon as it was revealed officially in the 1969 Symington
hearings of the Senate Foreign Relations Committge (it was revealed unoffi-
cially even earlier). If U.S. policy was the preservation of a non-communist
Laotian government, the program obviously failed. Some administration wit-
nesses, nevertheless, including DCI Colby, cited the war in Laos as a great
success. Their reasoning was based on the view that the limited effort in Laos
served to put pressure on North Vietnamese supply lines, and therefore was a
helpful adjunect of the larger U.S. effort in Vietnam.
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operations. This is well illustrated by the case of the Congo,
where 2 decision was taken to withdraw in early 1966, and it
took about a year and a half before the operation was termi-
nated. Once a paramilitary operation is commenced, the re-
cipient of the paramilitary aid tends to become dependent
upon it and inevitably advances the argument that to cut back
or terminate the aid would do the recipient great damage.
This makes it especially difficult to disengage.*

In other cases, covert support to foreign political leaders, parties,
labor unions, or the media has made them vulnerable to repudiation in
their own society when their covert ties are exposed. In Chile,
several of the Chilean nationals who had been involved in the CIA’s
anti-Allende “spoiling” operation had to leave the country when he
was confirmed as President. :

In addition, the history of covert action indicates that the cumula-
tive effect of hidden intervention in the society and institutions of a

foreign nation has often not only transcended the actual threat, but
it has also limited the foreign policy options available to the United
States Government by creating ties to groups and causes that the
United States cannot renounce without revealing the earlier covert
action. . :

The Committee also found that the cumulative effects of covert
action are rarely noted by the operational divisions of the CIA in the
presentation of new projects or taken into account by the responsible
National Security Council review levels.

The Committee has found that certain covert operations have been
incompatible with American principles and ideals and, when exposed.
have resulted in damaging this nation’s ability to exercise moral and
ethical leadership throughout the world. The U.S. involvement in
assassination plots against foreign leaders and the attempt to foment
a military coup in Chile in 1970 against a democratically elected gov-
ernment were two examples of such failures in purposes and ideals.
Further, because of widespread exposure of covert operations and
suspicion that others are taking place, the CIA is blamed for virtually
every foreign internal crisis.

4. The Ezecutive’s Use of Covert Action

In its consideration of covert action. the Committee was struck by
the basic tension—if not incompatibility—of covert operations and
the demands of a constitutional system. Secrecy is essential to covert
operations; secrecy can, however, become a source of power, a barrier
to serious policy debate within government, and a means of circum-.
venting the established checks and procedures of government. The
Committee found that secrecy and compartmentation contributed to
a temptation on the part of the Executive to resort to covert operations
In order to avoid bureaucratic, congressional, and public debate. In
addition, the Committee found that the major successes of covert ac-
tion tended to encourage the Executive to press for the use of covert
actlon as the easy way to do things and to task the CIA with difficult
requirements, such as running a large-scale “secret” war in Laos or

* Cyrus Vance testimony, 12/5/75, Hearings, Vol. 7. p. 85, footnote.
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attempting to overturn the results of a national election in Chile—
within a five-week period.

The Committee found that the Executive has used the CIA to con-
duct covert operations because it is less accountable than other gov-
ernment agencies. In this regard, Secretary of State Henry Kissinger
told the Committee :

I do not believe in retrospect that it was good national policy
to have the CIA conduct the war in Liaos. I think we should
have found some other way of doing it. And to use the CIA
simply because it is less accountable for very visible major
operations is poor national policy. And the covert activities
should be confined to those matters that clearly fall into a
gray area between overt military action and diplomatic activi-
ties, and not to be used simply for the convenience of the
executive branch and its accountability.?s

Under questioning, Secretary Kissinger went on to say that in Laos
there were two basic reasons why the CIA was used to fight that war:
“one, to avoid a formal avowal of American participation there for
diplomatic reasons, and the second, I suspect, because it was less
accountable.” 3¢

The Committee has found that the temptation of the Executive to
" use covert action as a “convenience” and as a substitute for publicly
accountable policies has been strengthened by the hesitancy of the
Congress to use its powers to oversee covert action by the CIA. Much
of this hesitancy flowed from the legitimate desire on the part of con-
gressional oversight committees to maintain the security of covert
action projects. But it also resulted from a reluctance on the part of
the appropriate committees to challenge the President or to become
directly.involved in projects perceived to be necessary for the national
security. Congressional hesitancy also flowed from the fact that con-
gressional oversight committees are almost totally dependent on the
Executive for information on covert operations. The secrecy needed
for these operations allows the Executive to justify the limited provi-
sion of information to the Congress.

5. Maintaining o Covert Capability

Former senior government officials have testified to their concern
that the use and control of covert action is made more difficult by a
strong activism on the part of CIA operational officers. McGeorge
Bundy, a former Special Assistant for National Security Affairs to
Presidents Kennedy and Johnson, has stated :

While in principle it has always been the understanding of
senior government officials outside the CIA that no covert
operations would be undertaken without the explicit approval
of “higher authority,” there has also been a general expecta-
tion within the Agency that it was its proper business to gen-
erate attractive proposals and to stretch them, in operation,
to the furthest limit of any authorization actually received.*

* Henry Kissinger testimony, 11 /21/75, p. 54.

* Ibid., p. 56.

% McGeorge Bundy testimony, House Select Committee on Intelligence,
12/10/75, Hearings, Vol. 5, pp. 1794-1795.
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Clark Clifford, in testimony before the Select Committee, reinforced
this view:

On a number of occasions a plan for covert action has been
presented to the NSC and authority requested for the CIA to
proceed from point A to point B. The authority will be given
and the action will be launched. When point B is reached,
the persons in charge feel that it is necessary to go to point C
and they assume that the original authorization gives them
such a right. From point C, they go to D, and possibly E, and
even further. This led to some bizarre results, and, when
investigation is started, the excuse blandly presented that
the authority was obtained from the NSC before the project
was launched.3®

The activism referred to by Bundy and Clifford is reflected in part,
in the maintenance of a standing covert action capability and a world-
wide “infrastructure.” The Committee found that one of the most
troublesome and controversial issues it confronted in evaluating covert
action 'was the question of the utility and propriety of the CIA’s main-
taining a worldwide “infrastructure” (e.g., agents of influence, assets,
and media contacts). Are these “assets” essential to the success of a
major covert action program ¢ Or does this standby capability generate
a temptation to intervene covertly as an alternative to diplomacy?

There is no question that the CIA attaches great importance to the
maintenance of a worldwide clandestine infrastructure—the so-called
“plumbing”—in place. During the 1960s the Agency developed a
worldwide system of standby covert action “assets,” ranging from
media personnel to individuals said to influence the behavior of gov-
ernments.*® In recent years, however, the Agency has substantially re-
duced its overseas covert action infrastructure even to the point of
closing bases and stations. A limited infrastructure is still maintained,
however. For example, although the United States has no substantial
covert action program in the Western Hemisphere today, the CIA does
continue to maintain a modest covert action infrastructure consisting
of agents of influence and media contacts.

The CIA’s infrastructure is constructed in response to annual Oper-
ating Directives. These directives set station priorities for both clan-
destine collection and covert action.®® The Operating Directives are
developed and issued by the CIA and informally coordinated with
concerned CIA geographic bureaus and the Department of State.
Therefore, the infrastructure that is in place at any given time is
there at the direction of the CIA.

The Committee finds several troublesome problems with the CIA’s
development and maintenance of covert action infrastructures

® Clark M. Clifford testimony 12/5/75, Hearings, Vol. 7, pp. 51-52.

¥ During its assassination inquiry, the Committee found that certain CIA
assets, with the cryptonyms QJ/WIN, WI/ROGUE and AM/LASH were in-
volved, or contemplated for use in, plots to assassinate foreign leaders.

“ Por example, the Chilean Operating Directive for FY 1972 directed the
Santiago Station to: “Sponsor a program which will enable the Chilean armed
forces to retain their integrity and independent political power. Provide direct
financial support to key military figures who can be expected to develop a mean-
ingful following in their respective services to restrain and, perhaps, topple the
Allende government.” The Select Committee found no evidence to indicate that
this “direct financial support” was provided.
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throughout the world: (1) The operating decisions are made by the
CIA, although infrastructure guidelines are cleared with the State
Department ; the Agency’s Operating Directives are rarely seen out-
side the CIA and (2) the actual covert action projects which build
and maintain these infrastructures rarely, if ever, go to the NSC for
approval.

The Committee finds that the independent issuance of Operating
Directives, and the fact that most covert action projects which estab-
lish and ‘maintain the CIA’s infrastructure around the world do not
go to the NSC, combine to shield this important clandestine system
from effective policy control and guidance. The Committee believes
that all small so-called “non-sensitive” projects which do not now go
to the NSC level for approval should, at a minimum, be aggregated
into appropriate country or regional programs, and then brought to
the NSC level for approval.

Covert action should be the servant of policy. Secretary Kissinger
made this point before the Committee when he testified :

If the diplomatic track cannot succeed without the covert
track, then the covert track was unnecessary and should not
have been engaged in. So hopefully, if one wants to draw a
general conclusion, one would have to say that only those co-
vert actions can be justified that support a diplomatic track.s

6. Conclusions

Given the open and democratic assumptions on which our govern-
ment is based, the Committee gave serious consideration to proposing
a total ban on all forms of covert action. The Committee has con-
cluded, however, that the United States should maintain the option
of reacting in the future to @ grave, unforeseen threat to United
States national security through covert means.

The Hughes-Ryan amendment to the 1974 Foreign Assistance Act
restricts the CIA from undertaking “operations in foreign countries,
other than activities intended for obtaining necessary intelligence,
unless and until the President finds that each such operation is impor-
tant to the national security of the United States.” > The Committee

- ras concluded that an even stricter standard for the use of covert action
is required than the injunction that such operations be “important to
the national security of the United States.”

The Committee’s review of covert action has underscored the neces-
sity for a thoroughgoing strengthening of the Executive’s internal
review process for covert action and for the establishment of a realistic
system of accountability, both within the Executive, and to the Con-
gress and to the American people. The requirement for a rigorous and
credible system of control and accountability is complicated, however,
by the shield of secrecy which must necessarily be imposed on any
covert activity if it is to remain covert. The chailenge is to find a sub-
stitute for the public scrutiny through congressional debate and press
attention that normally attends government decisions. In its considera-
tion of the present processes of authorization and review, the Commit-
tee has found the following:

“ Henry Kissinger testimony, 11/21/75, p. 88.
“ See p. 151, for full text of Hughes-Ryan amendment.
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(1) The most basic conclusion reached by the Committee is that
covert action must be seen as an exceptional act, to be undertaken only
when the national security requires it and when overt means will not
suffice. The Committee concludes that the policy and procedural bar-
riers are presently inadequate to insure that any covert operation is
absolutely essential to the national security. These barriers must be
tightened and raised or covert action should be abandoned as an 1n-
strument of foreign policy. .

(2) On the basis of the record, the Committee has concluded that
covert action must in no case be a vehicle for clandestinely undertaking
actions incompatible with American principles. The Committee has
already moved to condemn assassinations and to recommend a statute
to forbid such activity. It is the Committee’s view that the standards
to acceptable covert activity should also exclude covert operations in
an attempt to subvert democratic governments or provide support for
police or other internal security forces which engage in the systematic
violation of human rights. .

(8) Covert operations must be based on a careful and systematic
analysis of a given situation, possible alternative outcome, the threat
to American interests of these possible outcomes, and above all, the
likely consequences of an attempt to intervene. A former senior intelli-
gence analyst told the Committee :

Clearly actions were taken on the basis of some premises, but
they seem not to have been arrived at by any sober and sys-
tematic analysis, and tended often, it appeared, to be sim-
plistic and passionate. In fact, there was often little or no
relationship between the view of world politics as a whole, or
of particular situations of threat held by operators on the
one hand, and analysts on the other. The latter were rarely
consulted by the former, and then only in partial disingenious
and even misleading ways.

It says something strange about successive DCIs that they
allowed this bifurcation, even contradiction, to obtain.*

The Committee has concluded that bringing the analysts directly
into the formal decision process would be a partial remedy to the prob-
lem of relating analysis to operations. More important would be the
insistence of the Director of Central Intelligence that the political
premises of any proposed covert operation be rigorously analyzed.

(4) The Committee also concludes that the appropriate Ngc com-
mittee (e.g., the Operations Advisory Group) should review every
covert action proposal. The Committee also holds strongly to the view

# John Huizenga testimony, 1/26/76, pp. 6-7. The Committee found, in its
case study of Chile, that there was little or no coordination between the intelli-
gence analysts and the covert operators, espectally in politically sensitive proj-
ects, which were often restricted within the Clandestine Service and the 40
Committee. The project files for Chile gave no indication of consultation with the
Intelligence Directorate from 1964 to 1973. The exclusion of expert analytic
advice extended to the DCI’s staff responsible for preparing National Intelligence
Estimates. Today, however, the Deputy Director for Intelligence (DDI) is in-
formed by the DDO of new covert activities. The DDI has an opportunity to
comment on them and offer recommendations to the DCI, but he is not in the
formal approval process.
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that the small nonsensitive covert action proposals which, in the aggre-
gate, establish and maintain the Agency’s covert infrastructure around
the world should be considered and analyzed by the appropriate NSC
committee. The Committee also believes that many of the small covert
action proposals for projects would fall away when. forced to meet the
test of being part of a larger covert action operation in support of the
openly avowed policies of the United States.

(5) With respect to congressional oversight of covert action, the
Committee believes that the appropriate oversight committee should
be informed of all significant covert operations prior to their initia-
tion and that all covert action projects should be reviewed by the com-
mittee on a semi-annual basis. Further, the oversight committee should
require that the annual budget submission for covert action programs
be specific and detailed as to the activity recommended. Unforeseen
covert action projects should be funded only from the Contingency
Reserve Fund which could be replenished only after the concurrence
of the oversight and any other appropriate congressional committees.
The legislative intelligence oversight committee should be notified

prior to any withdrawal from the Contingency Reserve Fund.



IX. CIA COUNTERINTELLIGENCE
A. COUNTERINTELLIGENCE : AN INTRODUCTION

1. Definition of Counterintelligence

Counterintelligence (CI) is a special form of intelligence activity,
separate and distinct from other disciplines. Its purpose is to discover
hostile foreign intelligence operations and destroy their effectiveness.
This objective involves the protection of the United State Govern-
ment against infiltration by foreign agents, as well as the control and
manipulation of adversary intelligence operations. An effort is made
to both discern and decive the plans and intentions of enemy intel-
ligence services. Defined more formally, counterintelligence is an in-
telligence activity dedicated to undermining the effectiveness of hostile
intelligence services. Its purpose is to guard the nation againt espion-
age, other modern forms of spying, and sabotage directed against the
United States, its citizens, information, and installations, at home
and abroad, by infiltrating groups engaged in these practices and by
gathering, storing, and analyzing information on inimical clandestine
activity. '

Tn short, counterintelligence specialists wage nothing less than a
secret war against antagonistic intelligence services. “In the absence
of an effective U.S. counterintelligence program,” notes a counterin-
telligence specialist, “[adversaries of democracy] function in what is
largely a benign environment.” ?

2. The Threat

The adversaries of democracy are numerous and widespread. In the
United States alone, 1,079 Soviet officials were on permanent assign-
ment in February 1975, according to FBI figures.* Among these, over
40 percent have been positively identified as members of the KGB or
GRU, the Soviet civilian and military intelligence units. Conservative
estimates for the number of unidentified intelligence officers raise the
figures to over 60 percent of the Soviet representation ; some defector
sources have estimated that 70 percent to 80 percent of Soviet officials
have some intelligence connection.*

Furthermore, the number of Soviets in the United States has triplea
since 1960, and is still increasing.> The opening of American deep-
water ports to Russian ships in 1972 has given Soviet intelligence

1 Counterintelligence may also be thought of as the knowledge needed for the
protection and preservation of the military, economic, and productive strength
of the United States, including the security of the Government in domestic and
foreign affairs against or from espionage, sabotage, and all other similar
clandestine activities designed to weaken or destroy the United States. (Report
of the Commission on Government Security Washington, D.C., 1957, pp. 48-49.)

? Staff summary of interview, FBI counterintelligence specialist, 5/8/75.

s Staff summary of interview, FBI counterintelligence specialist. 3/10/75.

* FBI counterintelligence specialist (staff summary), 3/10/75.

® FBI counterintelligence specialist (staff summary), 5/8/175.

(163)
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services “virtually complete geographic access to the United States,”
observes a counterintelligence specialist.® In 197 4, for example, over 200
Soviet ships with a total crew complement of 13,000 officers and men
called at 40 deep-water ports in this country.

. Varlous exchange groups provide additional opportunities for Soviet
ntelligence gathering within the United States. Some 4,000 Soviets
entered the United States as commercial or exchange visitors in 1974.
During the past decade, the FBI identified over 100 intelligence officers
among the approximately 400 Soviet students who attended American
universities during this period as part of an East-West student
exchange program.” Also, in the 14-year history of this program, more
than 100 American students were the target of Soviet recruitment
approaches in the USSR.

Other areas of counterintelligence concern include the sharp.increase
in the number of Soviet immigrants to the United States (less than 500
in 1972 compared to 4,000 in 1974) ; the rise in East-West commercial
exchange visitors (from 641 in 1972 to 1,500 in 1974) ; and the growing
number of Soviet bloc officials in this country (from 416 in 1960 to 798
in 1975).®

Foreign intelligence agents have attempted to recruit not only execu-
tive branch personnel, but also Congressional staff members. The FBI
has advised the Committee that there have been instances in the past
where hostile foreign intelligence officers have used the opportunity
presented by overt contacts to attempt to recruit members of Congres-
sional staffs who might have access to secret information.?

The most serious threat is from “illegal” agents who have no easily
detectable contacts with their intelligence service. The problem of
“illegals” is summarized by the FBI as follows:

The illegal is a highly trained specialist in espionage trade-
craft. He may be a [foreign] national and/or a professional
intelligence officer dispatched to the United States under a
false identity. Some illegals [may be] trained in the scientific
and technical field to permit easy access to sensitive areas of
employment.

The detection of . . . illegals presents a most serious problem
to the FBI. Once they enter the United States with either
fraudulent or true documentation, their presence is obscured
among the thousands of legitimate emigres entering the
United States annually. Relatively undetected, they are able
to maintain contact with [the foreign control] by means of
secret writing, microdots, and open signals in conventional
communications which are not susceptible to discovery
through conventional investigative measures.s®

° Ibid.

" Ibid, 3/10/75.

8 Ibid.

* FBI Memorandum for the Record, 10/30/75. Such recruitment approaches
have been reported to the FBI by Congressional staff members. If the FBI other-
wise learns of such recruitments, its policy is to report the facts to the appro-
priate Members of Congress. .

® FBI memorandum, “Intelligence Activities Within the United States by
Foreign Governments,” 3/20/75.
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In several instances the FBI accomplished this most difficult assign-
ment by carefully designed and limited mail opening programs which,
if they had ben authorized by a judicial warrant, might have been en-
tirely proper. It is most unfortunate that the FBI did not choose to seek
lawful authorization for such methods.®®

This brief summary of the threat facing the American counterintel-
ligence corps in this country is troubling enough, yet it does not take
into account the worldwide scope of the problem. As an FBI counter-
intelligence expert states, hostile foreign intelligence services

are alert for operational opportunities against the United
States whether they occur within this country, abroad (in
other countries) or in the home country itself. An operation
might begin in the home country with recruitment of an
American visitor; transfer to the United States with his
return ; and again, even later, might be transferred to a third
country where the American agent may be met outside the
normal reach of United States counterintelligence coverage.
Regardless of the geographical location, the operation is still
directed against the United States and can cause just as much
damage from abroad as within our own borders?

The espionage activities of the Soviet Union and other communist

nations directed against the United States are extensive and

relentless.®? :

To combat this threat, American counterintelligence officers have

developed various sophisticated investigative techniques to (1) obtain

information about foreign intelligence services, (2) protect our

intelligence service, and (3) control the outcome of this subterranean

struggle for intelligence supremacy. The task is difficult technically,

and raises sensitive legal and ethical questions. As the CIA Deputy

Director for Operations has testified, the

U.S. counterintelligence program to be both effective and in
line with traditional American freedoms must steer a middle
course between blanket, illegal, frivolous and unsubstanti-
ated inquiries into the private lives of U.S. citizens and exces-
sive restrictions which will render the Government’s counter-
intelligence arms impotent to protect the nation from foreign
penetration and covert manipulation.?®

3. CI as Product: Information about “The Enemy”

Counterintelligence is both an activity and its product. The product
is reliable information about all the hostile foreign intelligence serv-
ices who attack the United States by stealth. To guard against hostile
intelligence operations aimed at this nation, a vast amount of infor-
mation is required. It is necessary to know the organizational structure
of the enemy service, the key personnel, the methods of recruitment
and training, and the specific operations. '

This information must be gathered within the United States and in
all the foreign areas to which U.S. interests extend. Within the intelli-

®¢ Testimony of W. R. Wannall, Assistant Director, FBI, 10/21/75, p. 5; see
Report on CIA and FBI Mail Opening.

°® FBI Counterintelligence specialist (staff summary), 3/10/75.

** See Appendix III, Soviet Intelligence Collection and Operations Against the
United States. '

¥ William Nelson testimony, 1/28/76, p. 5.
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gence service, this acquisitive activity is referred to as intelligence
collection. The resulting product—pertinent information on the enemy
intelligence service—is often called “raw” intelligence data. The efforts
of intelligence services through the world to conceal such information
from one another, through various security devices and elaborate de-
ceptions, creates the counterintelligence specialist what James Angle-
ton, former Chief of CTA Counterintelligence, calls a kind of “wilder-
ness of mirrors.”

4. CI as Activity : Security and Counterespionage

As an activity, CI consists of two matching halves: security and
counterespionage. Security is the passive or defensive, side of counter-
intelligence. It consists basically of establishing static defenses against
all hostile and concealed acts, regardless of who carries them out.

Counterespionage (CE) is the offensive, or aggressive, side of coun-
terintelligence. It involves the identification of a specific adversary and
a knowledge of the specific operation he is conducting. Counterespion-
age personnel must then attempt to counter these operations by infil-
trating the hostile service (called penetration) and through various
forms of manipulation. Ideally, the thrust of the hostile operation is
turned back against the enemy.

The security side of counterintelligence includes the screening and
clearance of personnel and the development of programs to safeguard
sensitive intelligence information (that is, the proper administration

" of security controls). The intelligence services try to defend three
things: (1) their personnel, (2) their installations, and (3) their
operations. ,

At the Central Intelligence Agency, the Office of Security is respon-
‘'sible for protection of personnel and installations, while actual oper-
ations are largely the preserve of the CI staff and the operating divi-
sions. Among the defensive devices used for information control by
intelligence agencies throughout the world are: security clearances,
polygraphs, locking contaimers, security education, document ac-
countability, censorship, camouflage, and codes. Devices for physical
security include fences, lighting, general systems, alarms, badges and
passes, and watchdogs. Area control relies on curfews, checkpoints, re-
stricted areas, and border-frontier control.’? Thus the security side of
counterintelligence “is all that concerns perimeter defense, badges,
knowing everything you have to know about your own people;” the
counterespionage side “involves knowing all about intelligence serv-
ices—foreign intelligence services—their people, their installations,
their methods, and their operations. So that you have a completely
different level of interest.” 1* However, the Office of Security and the
CI staff exchange information to assure adequate security systems.

5. The Penetration and the Double Agent

Several kinds of operations exist within the rubric of counterespion-
age. One, however, transcends all the others in importance: the pene-
tration. A primary goal of counterintelligence is to contain the intel-
ligence service of the enemy. To do so, 1t is eminently desirable to

2 Staff summary of interview, CIA security specialist, 8/20/75.
* Raymond Rocca deposition, 11/25/75, p. 19.
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know his plans in advance and in detail. This admirable, but difficult,
objective may be achieved through a high-level infiltration of the op-
position service. As a Director of the CIA has written, “Experience has
shown penetration to be the most effective response to Soviet and Bloc
[intelligence] services.” 14 ~

oreover, a well-placed infiltrator in a hostile intelligence service
may be better able than anyone else to determine whether one’s own
service has been penetrated. A former Director of the Defense
Intelligence Agency (DIA) has observed that the three principal pro-
grams used by the United States to meet, neutralize, and defeat hos-
tile intelligence penetrations are: (1) our own penetrations; (2) se-
curity screening and clearance of personnel; and (3) our efforts for
safeguarding sensitive intelligence information.’s The importance of
the penetration is emphasized by an experienced CIA counter-
esplonage operative, with mixed but expressive similes: “Conduct-
Ing counterespionage with penetration can be like shooting fish in a
barrel;” in contrast, “conducting counterespionage without the act
of penetration is like fighting in the dark.” 1 ’

Methods of infiltrating the opposition service take several forms.
Usually the most effective and desirable penetration is the recruit-
ment of an agent-in-place.’” He is a citizen of an enemy nation and
is already in the employ of its intelligence service. Ideally, he
will be both highly placed and venal. The individual, say a KGB
officer in Bonn, is approached and asked to work for the intelligence
service of the United States. Various inducements—including 1deol-
ogy—may be used to recruit him against his own service. If the
recruitment is successful, the operation may be especially worthwhile
since the agent is presumably already trusted within his organizg-
tion and his access to documents may be unquestioned. Jack E. Dun-
lap, who worked at and spied -on the National Security Agency
(NSA) in the 1960s, is a well-known example of a Soviet agent-in-
place within the U.S. intelligence service. His handler was a Soviet
Air Force attaché at the Soviet Embassy in Washington. Of course,
a single penetration can be worth an intelligence gold mine, as were
Kim Philby for the Soviet Union and Col. Oleg Penkovsky for the
United States. : .

Another method of infiltration is the double agent. Double agents,
however, are costly and time-consuming, and they are risky. Human
lives are at stake. Double agents also normally involve pure
drudgery, with few dramatic results, as new information is checked
against existing files. On top of this comes the difficulty of assuring
against a doublecross. . :

Moreover, passing credible documents can be a major problem.
The operations must be made interesting to the opposition. To make
fake papers plausible, the genuine article must be provided now and
again. Classified documents must be cleared, and this process can be

4 Memorandum from John McCone to Chairman, President’s Foreign Intel-
ligence -Advisory Board, 10/8/63. :

13 phe Carroll Report on the Dunlap Case, 2/12/64,

¢ CTA/CI specialist, staff summary, 11/1/75.

¥ CIA/CI specialist, staff summary, 10/17/75.
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painstakingly slow. Also, “this means letting a lot of good stuff go to
the enemy without much in return,” complains a CI officer with con-
siderable experience.!®

To accomplish each of these tasks, hard work, careful planning, and
considerable manpower are necessary. The extraordinary manpower
requirements of the double agent operation restricted the abilities
of the British to run cases during the Second World War—approxi-
mately 150 double agents for the entire period of the war and no more
than about 25 at any one time.!® Moreover, their mission was eased
greatly by the ability of the British to read the German cipher
throughout most of the conflict.

6. The Defector

Almost as good as the agent-in-place and less troublesome than the
whole range of double agents is the “defector with knowledge.” Here
the procedure consists of interrogation and validation of bona fides, as
usual, but without the worrisome, ongoing requirements for a skillful
mix of false and genuine documents and other logistical support.
Though an agent-in-place is preferable because of the continuing use-
ful information he can provide, often a man does not want to risk his
life by staying in-place, especially where the security is sophisticated ;
his preference is to defect to safety. In other words, agents-in-place are
harder to come by in systems like the Soviet bloc countries; defection
is more likely.?® In contrast, agents-in-place are more easily recruited
in so-called Third World areas.

Within the United States, the interrogation of intelligence service
defectors who have defected in the U.S. is primarily the responsibility
of the FBI, though the CIA may have a follow-up session with the
individual. Sometimes the bona fides of a defector remain disputed for
many years.

CIA-recruited defectors abroad are occasionally brought to the
United States and resettled. The FBI is notified and, after the CIA
completes its interrogation, FBI may interrogate. CXA does not bring
all defectors to the United States; only those expected to make a sig-
nificant contribution. CTA generally handles resettlement not only of
defectors from abroad, but also (at the request of the FBI) of de-
fectors in the United States. ’

7. The Deception

The penetration or double agent is closely related to another impor-
tant CE technique: the deception. Simply stated, the deception is an
attempt to give the enemy a false impression about something, caus-
ing him to take action contrary to his own interests, Fooling the Ger-
mans into the belief that D Day landings were to be in the Pas de Calais -
rather than in Normandy is a classic example of a successful deception

operation in World War IT.2!

** Rocca deposition, 11,/25/75, pp. 33-34.

*® 8ir John Masterman, Double Cross System of the War of 1939-45 (New
Haven : Yale University Press, 1972).

2 Bruce Solie, deposition, 11/25/75, pp. 26-27.

* Masterman, Double Cross System.
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Deception is related to penetration because our agents operating
within foreign intelligence agencies can serve as excellent channels
through which misleading information can flow to the enemy. So
double agents serve both as collectors of positive intelligence and
channels for deception. However, there are opportunities for deception
other than our own agents; in fact, “an infinite variety” exists, accord-
ing to an experienced practitioner.?® One example: the U.S. can
allow penetration of its own intelligence service, and then feed false
information through him.

8. Other CI Techniques _

Other counterespionage operations include surreptitious surveil-
lance of various kinds (for instance, audio, mail, physical, and “opti-
cal”—that is, photography), interrogation (sometimes incommuni-
cado as in the case of one defector),and provocation. Decoding clandes-
tine radio transmission and letters with messages written in secret
ink between the visible lines is part and parcel of the CE trade, as is
trailing suspected agents, observing “dead drops” (the exchange of
material, like documents or instructions, between a spy and his han-
dler), and photographing individuals entering opposition embassies
or at other locations. At the recent funeral of CIA agent Richard
Welch, two Eastern European diplomats were discovered among the
press corps snapping photographs of CIA intelligence officers attend-
ing the burial ceremony.2* Since the focus of offensive counterintelli-
gence is disruption of the enemy service, provocation can be an im-
portant element of CE, too. It amounts, 1n essence, to harassment of
the opposition, such as publishing the names of his agents or sending
a defector into his midst who is in reality a double agent.

9. CI as Organization

Security at CIA is the responsibility of the Office of Security, a
division of the Deputy Director for Administration. Counterespionage
policy is guided by the Counterintelligence Staff of the Operations
Directorate (Clandestine Service). Besides setting policy, the CI Staff
sometimes conducts its own operations, though most CI operations
emanate directly from the various geographic divisions as the CI field
personnel—through the practice of the counterintelligence discipline—
attempt to guard against enemy manipulation of espionage and covert
action operations.

Structurally, counterintelligence services are usually composed of
two additional sections which support Security and Operations. They
are the Research and the Liaison sections. Good research is critical
to a good counterintelligence effort, and it may take several forms. It
can involve the amassing of encyclopedic intelligence on individuals,
including American citizens associated—wittingly or unwitttingly—
with hostile intelligence services. Specialists say that the hallmark of
a sophisticated CI service is its collection of accurate records.?® CI
research personnel also produce reports on topics of interest to the
specialty, including guidelines for the interrogation of defectors and
current analyses on such subjects as proprietary companies used by

= CIA counterintelligence specialist (staff summary), 11/1/75.

* CIA counterintelligence specialist (staff summary), 1/15/76.
=6/27/75.

* I'bid, 6/27/75.
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foreign intelligence services and the structure of Soviet bloc intel-
ligence services. CI researchers also analyze defector briefs and, in the
case of compromised ‘documents, help ascertain who had access and
what damage was inflicted.

Liaison with other counterintelligence services, at home and abroad,
Is also vital since no effective counterintelligence organization can do
its job alone. The various CI units at home are particularly impor-
tant, as counterintelligence—with all its intricacies and deceptions—
requires coordination among agencies and sharing of records. Unlike
the totally unified KGB organization, the American intelligence serv-
ice is fragmented and depends upon liaison to make operations more
effective. Coordination between CIA and FBI counterintelligence
units is especially critical since, in theory at least, the former has for-
eign jurisdiction and the latter domestic, yet they must monitor the
movements of foreign spies in and out of these two jurisdictions. Some-
times this coordination fails dramatically. In 1970, for example, J.
Edgar Hoover of the FBI terminated formal liaison with the CTA
and all the other intelligence units in the Government because of a
disagreement with the CIA on a question of source disclosure (the
Thomas Riha case).?

Liaison with foreign intelligence services overseas can undergo
strain, too. As one CI specialist has said: “There are no friendly serv-
ices; there are services of friendly foreign powers.” 2 Each service
fears the other has been infiltrated by hostile agents and is reluctant
to see national secrets go outside its own vaults.-Nonetheless, coopera-
tion does take place, since all intelligence services seek information and,
with precautions, will take it where they can get it if it is useful.

The CIA will work with friendly services to uncover hostile intel-
ligence operations, including illegals, directed at the government of
the friendly service. For example, a CIA-recruited defector may re-
veal Soviet agents in a friendly foreign government. This information
1s shared with the friendly government, if there is proper protection
of the source. Protection of the CIA source is paramount.

FBI counterespionage activities within the United States are super-
vised by the Counterintelligence Branch of the FBI Intelligence Di-
vision. The Branch is made up of four Sections, three of which direct
field operations conducted by the Bureau’s field offices. The fourth
handles liaison with other agencies and supervises the FBI’s Legal
Attaches assigned to serve in the embassies in several foreign countries.

The formal structure for counterespionage coordination between the
FBI and the military intelligence agencies was established in 1939
and embodied most recently in a “charter” for the Interdepartmental
Intelligence Conference in 1964.2"> This formal body, chaired by the
FBI Director and including the heads of the military intelligence
agencies, has not played a significant decisionmaking role in recent
years.

* Staff summary of interview, former FBI liaison person with CIA, 8/22/75.
. ” Rocca deposition, 11/25/75, p. 43.

7 Confidential memorandum from President Roosevelt to Department Heads,
6/26/39 ; memorandum from Attorney General Kennedy to J. Edgar Hoover,
Chairman, Interdepartmental Intelligence Conference, 3/5/64.
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As late as 1974, some FBI officials took the position that the Bu-
reau’s counterespionage activities were not under the authority of
the Attorney General, since the FBI was accountable in this area
directly to the United States Intelligence Board and the National
Security Council. A Justice Department committee chaired by As-
sistant Attorney General Henry Petersen sharply rejected this view
and declared :

There can be no doubt that in the area of foreign counter-
intelligence, as in all its other functions, the FBI is subject
to the power and authority of the Attorney General.?™

In recent years the FBI has taken steps to upgrade its counter-
espionage effort, which had been neglected because of the higher
priority given to domestic intelligence in the late 60s and early 70s.2
New career development and mid-career training programs have been
instituted. FBI agents specializing in counterespionage begin their
careers as criminal investigators and not as analysts; and Bureau
officials stress that their role is accurate fact-finding, rather than
evaluation. Nevertheless, counterespionage supervisory personnel have
recently attended high-level training courses in foreign affairs and area
studies outside the Bureau.?™

Here, then, are the key elements of counterintelligence. Together
they combine into a discipline of great importance, for the rock bottom
obligation of an intelligence service is to defend the country ; meeting
this obligation is the very raison d’étre of counterintelligence. The
discipline also represents the most secret of secret intelligence ac-
tivities—the heart of the onion. Its great importance and its ultra
secrecy make counterintelligence an area of concern that cannot be
ignored by policymakers and by those responsible for legislative over-
sight. As a review of current issues in CI attests, the discipline has
several problems which demand the attention of those charged with
the defense of the country and the reform of the intelligence
community.

B. CurrenT IssuEs IN COUNTERINTELLIGENCE .

1. Two Philosophies

December 1974 marked the end of an era in CIA counterintelli-
gence. James Angleton, the Chief of Counterintelligence at the Central
Intelligence A gency since 1954, retired over differences of opinion with
Director William Colby on the proper approach to the practice of
counterintelligence.

The new regime proved to be considerably different in its approach
to counterintelligence, emphasizing a diffusion of CI responsibili-

7> Report of the Petersen Committee on COINTELPRO, pp. 34-35. The com-
mittee was especially concerned that the ad hoc equivalent of the U.S. Intelli-
gence Board had approved the discredited ‘“‘Huston Plan” in 1970. However, the
committee complied with the FBI's request that it exclude from its review of
domestic COINTELPRO activities the Bureau’s “extremely sensitive foreign
intelligence collection techniques.” (Memorandum from FBI Director Kelley to
Acting Attorney General Robert Bork, 12/11/73.)

#¢ C. D. Brennan testimony, Hearings, Vol. 2, p. 117.

74W. R. Wannall testimony, 1/21/76, pp. 18-22.
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ties throughout the Operations Directorate. Presumably, this has
led to an increased flow of counterintelligence information within the
Agency but, at the same time, has raised questions concerning com-
partmentation and security. .

The new Chief of CIA Counterintelligence has instituted a series
of specific changes which have been studied closely by the Select
Committee. The findings are of an extremely sensitive character and
have been reported to the Senate and to the President in a classified
form. It should be noted here that CIA counterintelligence is now em-
phasizing different factors than heretofore, which reflect a some-
what different philosophy than that espoused by Angleton. These dif-
erences in viewpoint raise several important questions concerning how
best to protect the United States, including the proper degree of com-
partmentation of CI information, methods of operation, approaches
to security, research priorities, extent of liaison cooperation, and
emphasis on deception activities, among other things.

A high-level executive branch review of the classified issues which
have surfaced in this disagreement is of considerable importance. In-
cluded in this review should be an examination of the approval proc-
ess for certain counterespionage operations.

2. Interagency Relations

Equally as troubling as these issues is the problem of CIA/CI rela-
tions with other counterintelligence units in the Government. Partic-
ularly vexing have been the on-again off-again liaison ties between the
Agency and the FBL2® This history has been marked by turbulence,
though a strong undercurrent of cooperation has usual{y existed at
the staff level since 1952 (when the Bureau began sending a liaison
man to the CIA on a regular basis). The sources of friction between
the CIA and the FBI in the early days revolved around such matters
as the frequent unwillingness of the Bureau to assist the CIA within
the United States or to help recruit foreign officials in this country.
Pressure from the CIA on the Bureau to increase microphone coverage
of foreign targets within the United States was also a “red flag” to
Hoqver.?®

A series of such disagreements punctuated the relations between
the two agencies throughout the 1950s and 1960s. Several flaps arose,
for example, when the CIA Domestic Operations Division attempted
to recruit foreign officials within the United States and failed to ad-
vise the Bureau.3®

In 1966 an informal agreement was negotiated between the FBI and
the CIA to regularize their “coordination.” This agreement had as its
‘“heart” that the CIA would “seek concurrence and coordination of the
FBI” before engaging in clandestine activity in the United States, and
that the FBI would “concur and coordinate 1f the proposed action does
not conflict with any operation, current or planned, including active
investigation [by] the FBI.” Moreover, when an agent recruited by
the CIA abroad arrived in the United States, the FBI would “be
advised” and the two agencies would “confer regarding the handling

2 Former FBI liaison person with CIA (staff summary), 8/22/75.
® Ibid.
® Ivid.
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of the agent in the United States.” The CIA could “continue” its “han-
dling” of the agent for “foreign intelligence” purposes; and the FBI
. would also become involved where there were “internal security fac-
tors,” although it was recognized that CIA might continue to “handle”
the agent in the United States and provide the Bureau with “informa-
tion” bearing on “internal security matters.” 3=

Eventually, the much heralded (though actually minor) Riha inci-
dent in 1970 became “the straw that broke the camel’s back.” ** Hoover
ordered the discontinuation of FBI liaison with the Central Intelli-
gence Agency. Though informal means of communication continued
between CIA and FBI staff personnel, Hoover’s decision was a set-
back to the coordination of counterintelligence activities in the Gov-
ernment. Not until Hoover was gone from the Bureau did formal
liaison relations begin to improve.3

Today, most counterintelligence officers in both agencies say that
coordination and communication linkages are good, though a recently
retired CIA/CI officer points to “a vital need for closer integration
of the CI efforts of the CIA and the FBI.”** The most salient criti-
cisms of FBI counterintelligence voiced at the CIA concern (1) the
lack of sufficient CI manpower in the FBI; (2) occasional disputes
over the bona fides of defectors: and, (3) differences of opinion on
the possibility of hostile penetrations within the Government. Each
of these matters also requires immediate review by the executive
branch. In particular, the occasional interagency disputes over de-
fector bona fides and differences of opinion on suspected hostile pene-
trations cry out for a higher level of authority in the executive branch
to settle these sometimes divisive disagreements.

3. The Scope and Basis of FBI Counterintelligence

In the imperfect contemporary world where other nations have
interests which conflict with those of the United States, foreign-
directed clandestine intelligence activities in this country must be of
constant concern to the American people. One of the original reasons
for the FBI’s domestic intelligence mission was that the United States
needed in the late 1930s a coordinated program for investigating “per-
sons engaged in espionage, counter-espionage or sabotage.” 3 By mid-
1939 the FBI and military intelligence had gathered a “reservoir of
information concerning foreign agencies operating in the United
States” with efficient. “channels for the exchange of information.” 3
There is no question that during this prewar period, foreign espionage
constituted a serious threat to the security of the United States and
thus supported the basic decision to conduct investigations of activities
which were “not within the specific provisions of prevailing statutes” 3¢

* Testimony of former FBI liaison person with CIA, 9/22/75, pp. 52-55.

* James Angleton testimony, 9/24/75, Hearings, pp. 657-58.

© Scott Miller testimony, the Commission on CIA Activities Within the United
States, 3/19/75, p. 938.

® Statement from Scott Miler to the Senate Select Committee, 1/28/76, pp.
32-33.

* Memorandum from J. Edgar Hoover to Attorney General Murphy, 3/16/39.

% Letter from Attorney General Murphy to President Roosevelt, 6/17/39,

> Memorandum from Hoover to Murphy, 3/16/39. ’ :
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but which involved “potential” espionage, counterespionage, or sabo-
tage.3” '

One of the major difficulties in any attempt to base investigations
of foreign espionage on the criminal statutes has been, from the outset,
the restricted and sometimes contradictory scope of the laws. A recent
legal analysis has observed that “the legislation is in many ways in-
comprehensible.” 3 Most notably, the espionage statutes do not make
it a crime simply to engage in the knowing and unauthorized transfer
of classified information to foreign agents.*® Moreover, the statutes
do not extend to a range of privately held information, especially on
scientific and technical matters, which would be valuable to a foreign
power.

Hostile foreign intelligence activities include more than just look-
ing for classified information or espionage recruits. Information of a
highly technical and strategic nature (though unclassified), which is
normally restricted or unavailable in other societies, is openly
procurable in the United States through academic institutions, trade
associations, and government offices. Intelligence officers may seek out
persons who have defected to the United States, to induce them to
redefect back to their home country.*® Foreign intelligence targets in
this country may include information possessed by third nations and
their representatives in the United States.

Moreover, the type of activity which is most easy to detect and which
may indicate possible espionage does not always satisfy the normal
standard of “reasonable suspicion.” As a study prepared by the Fund
for the Republic stated twenty years ago:

The problems of crime detection in combatting espionage are
not ordinary ones. Espionage is a crime which succeeds only
by secrecy. Moreover, spies work not for themselves or
privately organized crime “syndicates,” but as agents of na-
tional states. Their activities are therefore likely to be care-
fully planned, highly organized, and carried on by techniques
skil?;fully designed to prevent detection.*!

Consequently, espionage investigations must be initiated on the basis
of fragments of information, especially where there may be only an
indication of a suspicious contact with a foreign agent and limited
data as to the specific purposes of the contact.

In addition, prosecution is frequently not the objective of an espi-
onage investigation. For one thing,; the government may desire “to

¥ Directive of President Roosevelt, 6/26/39. While the FBI's responsibilities
were also described at times as extending to “subversion,” and the lack of outside
guidance allowed for overly broad FBI investigations, the problem of spying
was always paramount. See the orders of President Roosevelt and Attorney
General Biddle regarding warrantless wiretapping, discussed in report on war-
rantless FBI Electronic Surveillance.

% Harold Edgar and Benno C. Schmidt, “The Espionage Statutes and Publica-
tion of Defense Information,” Columbia Law Review, Vol. 53, (May, 1973) pp.
929, 934.

* Tbid., p. 1084.

“ FBI Memorandum, “Intelligence Activities Within the United States by For-
eign Governments,” 3/20/75.

“ Fund for the Republic, Digest of the Pubdblic Record of Communism in the
United States (New York, 1955), p. 29.
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avoid exposing its own counterespionage practices and informa-
tion.” ** In addition, the purpose of the investigation may be to find
out what a known foreign agent is looking for, both as an indication

of the espionage interest of the foreign country and as a means of

insuring that the agent is not on the track of vital information. Since

foreign agents are replaceable, it may be a better defense not to expel
them from the country or otherwise halt their activities, but rather to
maintain a constant watch on their operations. This also means in-
vestigating in a more limited fashion many of the Americans with
whom the foreign agent associates, in order to determine what the
agent may be interested in learning from them.

In the 1930s and 1940s, another argument for going beyond the
criminal statutes was that there were significant ideological and na-
tionality factors which motivated persons to engage in espionage. As
Attorney General Jackson put it in 1940, individuals were a “likely
source” of law violation because they were “sympathetic with the sys-
tems or designs of foreign dictators.” 43 The 1946 Report of the Cana-
dian Royal Commission made similar findings. This was the most
persuasive rationale for continuing FBI intelligence investigations
of Communists and Fascists, as well as German and other nationality
groups, before World War II. It continued to be a substantial basis
for such investigations of Communists after the war.**

By the mid-fifties, however, the characteristics of foreign espionage
had changed substantially. The decline of the Communist Party caused
a shrinkage in possible recruits, with the result that Soviet in-
telligence reverted “more and more . . . to the old type of conven-
tional spy.” ** A report prepared by the ‘Association of the Bar of the
City of New York observed that it was “vital” to adjust the govern-
ment’s security programs to “new conditions,” one of which was the
“decline of the appeal of Communism.” The report added:

In the 1930s and 1940s the Soviet Union could rely on the
support of a small but substantial group in this country who
were sympathetic with its asserted aims. Now this has largely
changed. . . . This has made a radical change in the type and
number of persons who might be lured into Communist

espionage.*t
The FBI itself believed that the Community
“potentig]” rather than an actual espionage

Party had become a
danger.” While that

42 Ibid.
© proceedings of the Federal-State Conference on Law Enforcement Problems
of National Defense, 8/5-6/40. .
h espionage for the Soviet

#«A characteristic of most of the cases in whic
Union has been prosecuted is that the participants see
by ideology. . . .” Fund for the Republic, Digest of th
munism in the United States, p. 29.

s Alexander Dallin, Soviet Espionage (New Haven: Yale University Press,
1955), p. 510. This authoritative study of Communist espionage added that “the
traditional type of nonpolitical spy has advantages over a Communist : his past
evokes no suspicion.”

“ Report of the Special Committee on the Federal Loyalty-Security Program
of the Association of the Bar of the City of New York (New York: Dodd, Mead

& Co., 1956), pp. 35-36.
« FBI Monograph, “The Communist Menace in the

(1955), p. (iv—-v.)

m to have been motivated
e Public Record of Com-
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potential threat was still significant, in view of the Party’s subser-
vience to the Soviet Union, the counterespionage justification for
sweeping investigations of persons one or two steps removed from
j:hefParty (e.g., “sympathizers” or “infiltrated” groups) lost much of
1ts force.

Nevertheless, there continue to be hostile foreign intelligence ac-
tivities which the FBI characterizes as “efforts to penetrate the Ameri-
can political system” or attempts “to develop an agent of influence in
American politics” or efforts “to influence the U.S. policy-making
structure.”

Therefore, the monitoring of contacts between U.S. government of-
ficials and foreign officials who are likely to be carrying out the direc-
tions of a hostile foreign intelligence service is a necessary part of
the FBI’s investigative duties. The subject of investigation is the for-
eign official, and any inquiry directed towards the American official
can be limited to determining the nature of the foreign official’s in-
terests. Frequently it is desirable that the American official be in-
formed by the Bureau, especially when the contact is overt rather
than furtive or clandestine. (The same is also true with respect to
overt contacts with American private citizens.) * '

There are two areas of special difficulty in prescribing the FBI’s
proper responsibility. The first involves contacts between Members of
Congress or high-level executive officials and equally high-level for-
eign officials. There have been instances where the FBI has had reason
to believe that such contacts might involve the unauthorized disclosure
of confidential information to a foreign government. Except in such
rare circumstances, however, contacts of this nature need not be the
subject of FBI investigation or dissemination.®®

The second difficulty involves the concept “foreign subversion,” used
most recently in President Ford’s Executive Order defining the coun-
terintelligence duties of the U.S. intelligence community, including
the FBI.®* As noted above, the Bureau characterizes certain hostile
foreign intelligence activities as attempts to develop “agents of influ-
ence in American politics.” The FBI considered one of Dr. Martin
Luther King’s advisors to be such an “agent of influence.” In this case,
as with the massive investigations to uncover possible foreign “influ-
ence” on domestic protest activities, the concern for “foreign subver-
sion” was distorted so far beyond reasonable definition that the term
“subversion” should be abandoned completely. Even with the qualifier
“foreign,” the concept is so elastic as to be susceptible to future misuse.

Nevertheless, there remains a compelling need to investigate all the
activities of hostile foreign intelligence services, including their efforts
to recruit “agents of influence.” This can be accomplished by continu-
ing investigation of the foreign agents themselves. Where a foreign

“FBI Memorandum, “Intelligence Activities Within the United States by
Foreign Governments,” 3/20/75.

“ Contacts made secretly or with the apparent intent to avoid detection justify
' more extensive investigation. .

* Where the FBI discovers such contacts as a by-product of its investigations
for other purposes, they can be noted without reference to the identity of the U.S.
official in order to compile a quantitative measure of foreign activity.

S Bxecutive Order 11905, “United States Foreign Intelligence Activities,” Sec.
2(a)(2); Sec.4(b) (4) ; Sec. 4(g) (1), 2/18/76.
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agent makes an overt contact with an American, a limited inquiry
regarding the American is appropriate to determine the nature of the
foreign agent’s interests. This applies whether the agent’s interest is
information or “influence,” and the Bureau can frequently make its
Inquiry known to the American. But the Bureau’s objectives should be
confined solely to learning more about the overall mission of thehostile
service and the particular assignments of its officers, as opposed to
investigating “influence” by foreign officials or agents who do not have
mntelligence duties and the lawful activities of Americans who are not
foreign agents. There is no compelling reason for intensive investiga-
tions of U.S. officials (or private citizens) simply. because they are
targets of foreign “influence.” The line must be tightly drawn so that
FBI counter-intelligence investigations do not themselves once again
intrude into the American political process, with consequences damag-
ing not only to the rights of Americans, but also to public confidence
in the Bureau. Citizen cooperation with the FBI is essential to its suc-
cess in detecting and countering the threat of hostile foreign intelli-
gence operations to the defense of the nation.

To achieve this end, the federal criminal statutes dealing with
espionage should be substantially revised to take account of the con-
temporary counterintelligence responsibilities of the FBI, A realistic
definition of foreign-directed clandestine intelligence activity would
make it possible for the FBI to base its counterintelligence investiga-
tions on the firm foundation of the criminal law, rather than the shift-
ing interpretations of terms like “subversion” in executive orders. The
Committee agrees with Attorney General Edward H. Levi that:

the fact that the FBI has criminal investigative responsi-
bilities, which must be conducted within the confines of con-
stitutional protections strictly enforced by the courts, gives
the organization an awareness of the interests of individual
liberties that might be missing in an agency devoted solely to
intelligence work.5?

C. CoxcLusions

1. A Subcommittee on Counterintelligence should be established
within the framework of the National Security Council (NSC). Its
purpose would be to monitor CI activities, authorize important
counterespionage operations, and adjudicate interagency disagree-
ments over CI policies, coordination, defector bona fides, suspected
hostile penetrations, and related matters.

2. The President of the United States, in consultation with the
oversight committee(s) of Congress, should undertake a top secret
review of current issues in the realm of counterintelligence. This re-
view, which should form the basis for an internal Presidential state-
ment on national counterintelligence policy and objectives, should
include close attention to the fg(-ﬁlowing issues: compartmentation,
operations, security, research, accountability, training, internal review,
deception, liaison and coordination, and manpower.

3. Congressional oversight should devote more attention to this

® Levi testimony, 12/10/75, Hearings, Vol. 6, pp. 314-315.
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area to help preserve the liberties of American citizens and to prod
the intelligence community toward a more effective defense of the
nation. '

(Additional recommendations on counterintelligence, including
reform of the espionage laws and legislation setting standards for
activities affecting the rights of Americans, are made in the Commit-
tee’s Report on Intelligence Activities and the Rights of Americans.)



X. THE DOMESTIC IMPACT OF FOREIGN CLANDESTINE
OPERATIONS: THE CIA AND ACADEMIC INSTITU-
TIONS, THE MEDIA, AND RELIGIOUS INSTITUTIONS

Although its operational arena is outside the United States, CTA
clandestine operations make use of American citizens as individuals
or through American institutions. Clandestine activities that touch
American institutions and individuals have taken many forms-and are
effected through a wide variety of means: university officials and pro-
fessors provide leads and make introductions for intelligence pur-
poses; * scholars and journalists collect intelligence ; journalists devise
and place propaganda; United States publications provide cover for
CIA agents overseas.

These forms of clandestine cooperation had their origins in the early
Cold War period when most Americans perceived a real threat of a
communist imperium and were prepared to assist their government
to counter that threat. As the communists pressed to influence and to
control international organizations and movements, mass communica-
tions, and cultural institutions, the United States responded by in-
volving American private institutions and individuals in the secret
struggle over minds, institutions and ideas. Over time national per-
ceptions would change as to the nature and seriousness of the com-
munist ideological and institutional threat. Time and experience would
also give increasing currency to doubts as to whether it made sense for
a democracy to resort to practices such as the clandestine use of free
American institutions and individuals—practices that tended to blur
the very difference between “our” system and “theirs” that these
covert programs were designed to preserve.

These covert relationships have attracted public concern and the
attention of this Committee because of the importance Americans
attach to the independence of private institutions. A mericans recognize
that insofar as universities, newspapers, and religious groups help
mold the beliefs of the public and the policymakers, their diversity
and legitimacy must be rigorously protected. It is through them that
a soctety informs and criticizes itself, educates its young, interprets
its history, and sets new goals.

At the same time, Americans also recognize the legitimacy and
necessity of certain clandestine operations, particularly the collection
of foreign intelligence. To conclude that certain sectors of American
life must be placed “off limits” to clandestine operations inevitably
raises questions not only on possible intelligence losses which would
result from such a prohibition, but on whether the United States can

! The material italicized in this report has been substantially abridge at the
request of the executive agencies. The classified version of this material is avail-
able to members of the Senate under the provisions of Senate Resolution 21 and
the Standing Rules of the Senate. See also p. 1X.
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afford to forego the clandestine use of our universities, our media, and
our religious groups in competing with our adversaries.

In exploring this problem the Committee has given special atten-
tion to the CIA’s past clandestine relationships with American institu-
tions. The Committee has examined the past to illuminate the attitudes
and perceptions that shaped these clandestine programs using Amer-
ican institutions and to determine whether the internal CIA regula-
tions established in 1967 are sufficient to prevent the large scale pro-
grams of the past from being reinstated in the future. )

Some of these concerns were addressed almost a decade ago during
an investigation that proved to be a watershed in the Central Intelh-
gence Agency’s relationship to American institutions. President
Lyndon Johnson, moved by public and congressional uproar over the
1967 disclosure of the CIA’s covert funding of the National Student
Association (NSA) and other domestic private institutions, established
the Katzenbach Committee. The Committee, chaired by the then Under
Secretary of State, Nicholas Katzenbach, directed 1ts investigation
primarily at the CIA’s covert funding of American educational and
private voluntary organizations. The recommendations of the Katzen-
bach Committee, although they had great impact on the CIA’s opera-
tions, spoke only to the issue of the covert funding of institutions.

In its investigation the Committee has looked not only at the impact
of foreign clandestine operations on American institutions but has
focused particular attention on the covert use of individuals. It should
be emphasized from the outset that the integrity of these institutions
or individuals is not jeopardized by open contact or cooperation
with Government intelligence institutions. United States Govern-
ment support and cooperation, openly acknowledged, plays an essen-
tial role in American education. Equally important, Government pol-
icymakers draw on the technical expertise and advice available from
academic consultants and university-related research-organizations.
Open and regular contact with Government agencies 1s a necessary
part of the journalist’s responsibility, as well.

A secret or a covert relationship with any of these institutions, how-
ever, is another matter, and requires careful evaluation, given the
critical role these institutions play in maintaining the freedom of our
society. In approaching the subject the Committee has inquired : Are
the independence and integrity of American institutions in any way
endangered by clandestine relationships with the Central Intelligence
Agency? Should clandestine use of institutions or individuals within
those institutions be permitted ? If not, should there be explicit guide-
lines laid down to regulate Government clandestine support or opera-
tional use of such institutions or individuals? Should such guidelines
be in the form of executive directives or by statute ?

In addressing these issues, the Committee’s access to CIA documents
and files varied with the subject matter. In reviewing the clandestine
activities that proceeded the Katzenbach Committee inquiry of 1967,
the Select Committee had full and unfettered access to most files and
documentation, with the single exception of records on media rela-
tionships. In addition, the Committee took extensive sworn testimony
from virtually all of those involved in the management and review of
the pre-1967 projects. Access to post-1967 material was far more Te-
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stricted : certain of the titles and names of authors of propaganda
books published after 1967 were denied the Committee ; access to files
on the contemporary clandestine use of the American academic com-
munity was restricted to information which would provide the num-
bers of institutions and individuals involved and a description of the
role of the individuals. As for the media and relationships with re-
ligious groups, the Committee inspected precis or summaries of all
operational relationships since 1951 and then selected over 20 cases for
closer inspection. The documents from these some 20 files were selected
and screened by the Agency and, by mutual agreement, names of indi-
viduals and institutions were removed.

Therefore, the Committee has far from the full picture of the nature
and extent of these relationships and the domestic impact of foreign
clandestine operations. Nevertheless, it has enough to outline the
dimensions of the problem and to underscore its serious nature. The
conclusions and recommendations must necessarily be considered
tentative and subject to careful review by the successor intelligence
oversight committee (s) of the Congress.

In presenting the facts and issues associated with CIA covert rela-
tions with United States private institutions, this report is organized
as follows: I. Covert Use of Academic and Voluntary Organizations.
II. Covert Relationships with the United States Media. ITI. Covert
Use of United States Religious Groups.

A. Covert Ust OoF ACADEMIC AND VOLUNTARY ORGANIZATIONS

The Central Intelligence Agency has long-developed clandestine
relationships with the American academic community, which range
from academics making introductions for intelligence purposes? to
intelligence collection while abroad, to academic research and writing
where CIA sponsorship is hidden. The Agency has funded the activi-
ties of American private organizations around the world when those
activities supported—or could be convinced to support—American
foreign policy objectives. Until 1967 the Agency also maintained
covert ties to American foundations in order to pass funds secretly to
private groups whose work the CIA supported.

The relationships have varied according to whether made with an
institution or an individual, whether the relationship is paid or un-
paid, or whether the individuals are “witting”—i.e. aware—of CIA
involvement. In some cases, covert involvement provided the CIA with
little or no operational control of the institutions involved ; funding
was primarily a way to enable people to do things they wanted to do.
In other cases, influence was exerted. Nor was the nature of these re-
lationships necessarily static; in the case of some individuals support
turned into influence, and finally even to operational use.

During the 1950s and 1960s, the CTA turned increasingly to covert
action in the area of student and labor matters, cultural affairs, and
community developments. The struggle with communism was seen to
be, at center, a struggle between our institutions and theirs. The CTA
subsidized, advised, and even helped develop “private” organizations
that would compete with the communists around the world. Some of

? For explanation of italics, see footnote, p. 179.
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these organizations were foreign ; others were international ; yet others.
were U.S.-based student, labor, cultural, or philanthropic organiza-
tions whose international activities the CIA subsidized. -

The CIA’s interest in the areas of student and labor matters, cul-
tural affairs, and community development reached a peak in the mid-
1960’s. By 1967, when public disclosure of NSA’s funding and the sub-
sequent report of the Katzenbach Committee caused a major curtail-
ment of these activities, interest in the major covert action efforts in
these areas was already waning.

There appear to be two reasons for this. First, there was considerable
skepticism within the CIA s to the effectiveness of this approach. It
differed from classical CIA “tradecraft” in that the organizations
funded were basically independent from CIA control. Richard Helms
expressed this skepticism when he remarked in testimony before this
comimittee,

The clandestine operator . . . is trained to believe that you
really can’t count on the honesty of your agent to do exactly
what you want or to report accurately unless you own him
body and soul.?®

Mr. Helms contended that “the clandestine operator sneered at the
other kind of operation”—the aiding and abetting of people or orga-
nizations who are your “friends” or “have the same point of view that
you do.” :

Skepticism of the clandestine operators was directed particularly
at the Covert Action Staff/International Organizations Division, the
CIA units which conducted the programs in the area of student and
cultural exchange. Second, it became increasingly difficult to conceal
the CIA funds that supported these activities as the scale of the opera-
tions grew. By fiscal year 1967, for example, over $3 million was
budgeted for youth and student programs and $6 million for labor.
Most, of the funds were transmitted through legitimate or “devised”
foundations—that is, fictitious entities established by the CIA.

1. OIA Use of Private Foundations, Pre-1967

The use of philanthropic organizations was a convenient way to
pass funds, in that large amounts could be transferred rapidly, and
in a form that need not alert unwitting officers of the recipient organi-
zations to their source. In addition, foundation grants bestowed upon
the recipient the apparent “blessing” of the foundation. The fundin
pattern involved a mixture of bona fide charitable foundations, devise
foundations and funds, “front men” drawn from a list of America’s
most prominent citizens, and lawyers representing undisclosed clients.

The CIA’s intrusion into the foundation field in the 1960s can only
be described as massive. Excluding grants from the “Big Three”—
Ford, Rockefeller, and Carnegie—of the 700 grants over $10,000 given
by 164 other foundations during the period 1963-1966, at least 108
" involved partial or complete CIA funding. More importantly, CIA
funding was involved in nearly half the grants the non-“Big Three”
foundations made during.this period in the field of international
activities. In the same period more than one-third of the grants
awarded by non-“Big Three” in the physical, life and social sciences
also involved CIA funds.

* Richard Helms testimony, 9/12/75, p. 25-26.
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Bona fide foundations, rather than those controlled by the CIA,
were considered the best and most plausible kind of funding cover'for
certain kinds of operations. A 1966 CIA study explained the use of
legitimate foundations was the most effective way of concealing the
CIA’s hand as well as reassuring members of funded organizations
that the organization was in fact supported by private funds. The
Agency st,u%ly contended that this technique was “particularly effec-
tive for democratically-run membership organizations, which need to
assure their own unwitting members and collaborators, as well as their
hostile critics, that they have genuine, respectable, private sources of
income.”

2. The C1 A’s F oundation-funded Covert Activity, Pre-1967

The philanthropic fronts used prior to 1967 funded a seemingly
limitless range of covert action programs affecting youth groups, labor
unions, universities, publishing houses, and other private institutions
in the United States and abroad. The following list illustrates the
diversity of these operations:

(1) The CIA assisted in the establishment in 1951 and the funding
for over a decade of a research institute at a major American univer-
sity. This assistance came as the result of a request from Under-secre-
tary of State James Webb to General Bedell Smith, then Director of
the CIA. Mr. Webb proposed that the center, which was to research
worldwide political, economic, and social changes, be supported by the
CIA in the interest of the entire intelligence community. '

(2) A project was undertaken in collaboration with a nationally
prominent American business association. The object of the project was
to promote a favorable image of Americain a foreign country unfavor-
ably disposed to America and to promote citizen-to-citizen contacts
between Americans and influential segments of that country’s society.®

(3) The cooperation of an American labor organization in selected
overseas labor activities.

(4) Support of an international organization of veterans and an
international foundation for developing countries.

(5) Support of an organization of journalists and an international
women’s association.

(6) Partial support for an international educational exchange pro-
gram run by a group of United States universities.

(7) Funding of a legitimate U.S. association of farm organiza-
tions. Agency funds were used to host foreign visitors, provide scholar-
ships to an international cooperative training center at a United States
university, and to reimburse the organization for various of its activi- .
ties abroad. A CIA document prepared in 1967 notes that although
the organization received some overt government funds from AID, the
CIA should continue its covert funding because “programs funded
by AID cannot address themselves to the same political goals toward
which Agency operations are targeted because AID programs are
part of official government-to-government programs and are designed
for economic—not political—results,”

! For explanation of italics, see footnote, p. 179.
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The Best Kinown Case: Covert Funding of the National Student
Association

CIA funding of the National Student Association (N SA) from 1952
to 1967 is a particularly good example of how the United States Gov-
ernment entered the field of covertly supporting “friends,” of the
vulnerabilities felt by the CIA in undertaking to support organizations
and individuals that cannot be controlled, and of the operational temp-
tation to move from support to “control.”

The reason the CIA decided to help NSA is clear. In the years
immediately after World War IT the Soviet Union took the lead n
trying to organize and propagandize the world student movement.
The first Soviet Vice President of the International Union of Stu-
dents, for example, was Alexander N. Shelepin, who later became
Chairman of the Soviet State Security Committee (KGB). The
American students who sought to compete with these communist-
managed and directed student group were hampered by a lack of
funds, while the communist groups had enough money to put on
world youth festivals, conferences and forums, and regional confer-
ences. In seeking funds at home, the American students found they
were considered too far to the left in the general climate of Mc-
Carthyism and anti-intelle¢tualism of the 1950s. Against this back-
ground, NSA officials, after being refused by the State Department
and rebuffed by the Congress, were finally directed by the State
Department in 1952 to the CIA .4 '

The CIA maintains that its funding efforts were based on shared in-
terests, not on manipulation. CIA funding of the National Student
Association appears to have been intended primarily to permit United
States students to represent their own ideas, in their own way, in the
international forums of the day. Nevertheless, the Committee has
found instances in which the CIA moved from blank-check support to
operational use of individual students.® '

For example, over 250 U.S. students were sponsored by the CIA to
attend youth festivals in Moscow, Vienna, and Helsinki and were used
for missions such as reporting on Soviet and Third World personalities
or observing Soviet security practices. A United States student, for
example, was recruited in 1957 to serve as a CIA “asset” at the Sixth.
World Youth Festival in Moscow. According to CIA documents, he
was instructed to report on Soviet counterintelligence measures and
to purchase a piece of Soviet-manufactured equipment. ’

* Under the agreed arrangement, CIA funds would support only the interna-
- tional division of the National Student Association; only the NSA President and
the International Affairs Vice President would be witting of the CIA connection.
Each year, after the election of new student leaders, the CIA held a secret
briefing for the new officers, and elicited from them a secrecy agreement.
During the 1960s however, witting National Student Association leaders be-
came increasingly restive about the CIA sponsorship, until finally in 1967 one
of them revealed the relationship to Ramparits magazine.

® “Operational use” of individuals as used in this report means recruitment, use,
or training, on either a witting or unwitting basis, for intelligence purposes.
That is, the individual is directed or “tasked” to do something for the CIA—as
opposed to volunteering information. Such purposes include eovert action, clan-
destine intelligence collection (espionage) and various kinds of support

° functions.



185

Although the CIA’s involvement with the National Student As-
soctation was limited to the organization’s international activities,
CIA influence was felt to some extent in its domestic programs as well.
The most direct way in which such influence may have been felt was in
the selection process for NSA officers. The Summer International
Seminars conducted for NSA leaders and potential leaders in the
United States during the 1950’ and 1960’s were a vehicle for the
Agency to identify new leaders and to promote their candidacy for
elective positions in the National Student Association.

The Central Intelligence Agency’s experience with the NSA under-
lines the basic problem of an action-oriented clandestine organization
entering into a covert, funding relationship with private organizations:
support of friends turns into the control of their actions and ulti-
mately to creation of new “friends.”

3. Cover is Blown: The Patman and Ramparts “Flaps”

In a public hearing in 1964, Congressman Wright Patman, Chair-
man of the Subcommittee on Foundations of the House Committee-
on Problems of Small Businesses, revealed the names of eight of the
CIA’s funding instruments—ithe so-called “Patman Eight.” These dis-
closures sharply jarred the Agency’s confidence in the security of these
philanthropic funding mechanisms.

The Patman disclosures led the CTA to take a hard look at this
technique of funding, but not to reconsider the propriety of bringing
the independence of America’s foundations into question by using
them as conduits for the funding of covert action projects. According
té) the Chief of the Covert Action Staff’s Program and Evaluation

roup :

The real lesson of the Patman Flap is not that we need to get
out of the business of using foundation cover for funding, but
that we need to get at it more professionally and extensively.

Despite the best efforts of the Agency throughout 1966 to shore up
its vulnerable funding mechanisms, it became increasingly clear that
Ramparts magazine, the New York Times, and the Washington Post
were moving ever closer to unraveling not only the CIA’s system of
clandestine funding but to exposing the source of the support for the
National Student Association. In an effort to determine whether there
was foreign influence on funds behind the Ramparts exposé, the CIA,
in coordination with the FBI, undertook through its own counterintel-
ligence staff to prepare extensive reports on the Ramparts officers and
stafl members.®

At a press briefing on February 14, 1967, the State Department
publicly confirmed a statement by leaders of NSA that their organiza-
tion had received covert support from the CIA since the early 1950s.
The NSA statement and disclosures in Ramparts magazine brought on
a storm of public and congressional criticism. In response, President

®The Agency appointed a special assistant to the Deputy Director for Plans,
who was charged with “pulling together information on Ramparts, includ-
ing any evidence of subversion [and] devising proposals for counteraction.” In
pursuing the “Communist ties” of Ramperts magazine, the “case” of managing
editor, Robert Scheer, was one of the first to be developed and a report was sent
on Scheer to Walt W. Rostow, Special Assistant to President Johnson.

207-932 O - 76 - 13
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Johnson organized a committee composed of Uindersecretary of State
Nicholas Katzenbach, Secretary of HEW John Gardner, and CIA
Director Richard Helms to review government activities that may
“endanger the integrity and independence of the educational commu-
nity.” The committee’s life was short—43 days—but its recommenda-
tions, accepted by President Johnson on March 29, 1967, were to have
a profound effect on the CIA’s clandestine operations, both in the
United States and abroad.

4. The Katzenbach Commiittee

President Johnson’s concern for the integrity and independence of
American institutions could have resulted in the KXatzenbach Commit-
tee being charged with general review of the domestic impact of
clandestine activities and their effect on American institutions; includ-
ing consideration of mwhether all covert relationships should be
prohibited, and, if not, what guidelines should be imposed on the use
of institutions and individuals.

Instead, the Johnson Administration carefully and consciously
limited the mandate of the Katzenbach Committee’s investigation to
the relationship between the CIA and “U.S. educational and private
voluntary organizations which operate abroad.” In a February 24
memorandum to Gardner and Helms, Katzenbach cited the narrow-
ness of the mandate in listing problems faced by the Committee:

1. The narrow scope of this mandate, as compared with the
demands, by Senator Mansfield, et al, that this flap be used
:(L}S a springboard for a review of all clandestine financing by

TA.

2. More specifically, the exclusion in this mandate of rela-
tionships between CIA and American businesses abroad.

3. Focusing the mandate on CIA, rather than on all private
organization relationships with government agencies.

In testimony before this Committee, Mr. Katzenbach said that his
committee was designed by President Johnson not only to deal with
the relationship of the CIA to educational and voluntary organizations,
but to head off a full-scale congressional investigation.’

All other covert relationships were to be excluded from the investiga-
tion. In a memo to his colleagues, the Deputy Chief of the Covert
Action Staff reported: '

It is stated that the country operations funded by black bag
[sterilized or laundered funds] were not to be included in the
CIA’s response to the Katzenbach Commission and empha-
sized that the focus of this paper was to be on organizations.

In addition the Katzenbach Committee did not undertake investi-
gation of CIA domestic commercial operations, specifically those de-
signed to provide cover for clandestine intelligence operations which

7 Nicholas Katzenbach testimony, 10/11/75, p. 5. Katzenbach also said of the
President’s decision on membership :

“ .. he [the President] wanted John Gardner on it because he thought that
would help politically in getting acceptance of whatever the recommendations
turned out to be because he thought Helms would defend everything and wanted
to continue everything. Gardner would want to stop everything. It was my job to
come out with something in the middle.” (Ibid).
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the U.S. directed at such targets as foreign students, foreign business-
men, foreign diplomatic and consular officials travelling or residing
in the United States.

Despite the narrowness of its mandate, the actual investigation of
the Katzenbach Committee was vigorous and thorough. After delib-
eration, the Committee issued the basic recommendation that :

It should be the policy of the United States Government that
no federal agency shall provide any covert financial assist-
ance or support, direct or indirect, to any of the nation’s
educational or private voluntary organizations.

In May 1967 the Deputy Director for Plans Desmond FitzGerald
interpreted the post-Katzenbach ground rules in a circular to the field.
He stated :

Several operational guidelines emerge :

a. Covert relations with commercial U.S. organizations are
not, repeat, not barred.

b. Covert funding overseas of foreign-based international
organizations is permitted. '

He indicated that greater care would be needed in the conduct of
clandestine operations, in order to prevent disclosures: ‘

a. The care required under the Katzenbach Report, with
respect to the recruitment and use of U.S. students, and U.S.
university professors, applies equally to the recruitment and
use of foreign students. . . .

In simple terms, we are now in a different ballgame. Some
of the basic ground rules have changed. When in doubt, ask
HQs.

5. A Different Ballgame: CIA Response to Katzenbach

The policy guidelines established in the Katzenbach Report and
supplemental guidelines with which the CIA interpreted the Report
brought major adjustments in covert action programs and methods.
Some 77 projects were examined at high levels within the CIA, and
lists were drawn up of projects to be terminated, projects to be trans-
ferred to other sources of funding, projects to continue, and projects
whose future required higher level decisions. The 303 Committee met
frequently throughout 1967 and 1968 to deal with difficult questions,
such as how to provide for continued funding of Radio Free Europe
and Radio Liberty.

At the same time the Agency was withdrawing from support of
a large number of domestically-based organizations, it moved rapidly
to shelter certain high-priority operations from the Katzenbach pro-
hibitions and to devise more secure funding mechanisms. This process
was facilitated by what was termed “surge funding.” The Katzen-
bach guidelines called for termination of CIA funding of domesti-
cally based U.S. organizations by December 31, 1967. With 303 Com-
mittee approval for the largest grants, the Agency “surge funded” a
number of organizations, giving them advances before the December
deadline which carried them in some cases for up to two years of op-
erations. Radio Free Europe and Radio Liberty were so funded.

In adjusting to the “new ballgame,” the appearance of contraven-
ing the Katzenbach guidelines, rather than specific regulations, was
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seen as a reason not to continue relationships with certain institutions.
At the same time, at least one case suggests that even a clean termina-
tion of funding with a private organization did not necessarily end
the CIA’s support of the policies and programs of the organization. A
CIA report on termination plans for a large project in the Far East
indicated that, with surge funding, the organization could continue
into fiscal year 1969, and that thereafter “[the organization’s] Board
of Trustees will assume full responsibility for the organization and
has pledged to continue its policies and range of activities.”

The following are examples of the score of projects which the CIA
reviewed in 1967 and.decided to continue to fund :

(1) A publications and press institute that maintained a worldwide
network of stringers and correspondents. A CIA report on the project
asserted that it “exerts virtually no domestic influence in any quarter,
although its publications are read by U.S. students.”

(2) Several international trade nnion organizations.

(3) A foreign-based news feature service.

(4) A foreign-based research and publishing institute.

In reviewing the CIA’s adjustments to the Katzenbach Committee’s
recommendations, the Committee found no violations of the policy
the report sets forth. However, it is important to recognize how
narrow the focus of the Katzenbach Committee’s concern was. The
problem was approached by the committee and by the CIA essentially
as one of security : how to limit the damage caused by the revelations
of CIA relationships with private U.S. institutions. Many of the
restrictions developed by the CTA in response to the events of 1967
appear to be security measures aimed at preventing further public
disclosures which could jeopardize sensitive CIA operations. They did
not represent significant rethinking of where boundaries ought to be
drawn in a free society. Moreover, although President Johnson adopted
the Katzenbach report as policy. it was not issued as an executive order
or enacted as a statute. Thus, it has no firm legal status.

6. Post 1967 Relations with the U.S. Academic Community

In analyzing the adequacy of the Katzenbach regulations
and of the CIA’s compliance with them, the Select Committee concen-
trated much of its attention on contemporary relationships between the
CIA and the U.S. academic community. The Committee interprets
“academic community” to include more than the Katzenbach Com-
mittee undoubtedly had in mind when it recommended prohibition of
“covert financial assistance or support . . . to any of the nation’s edu-
cational . . . organizations.” “Academic community” has been inter-
preted by this Committee to include universities, university-related
research centers, and the full range of individual scholars and school
administrators, ranging from department heads to career counselors
and to Ph.D. candidates engaged in teaching. The Committee has
approached this inquiry with three principal questions:

(1) What is the extent and nature of CIA relationships with U.S.
academic institutions and with individual American academics?

(2) What are the guidelines and ground rules governing CIA post- .
Katzenbach relations with the academic community ¢

(3) What issues are at stake; what threats, if any, do current rela-
tions pose for the independence of this influential sector of society?
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The CIA relationships with the academic community are extensive
and serve many purposes, including providing leads and making intro-
ductions for intelligence purposes, collaboration in research and anal-
ysis, intelligence collection abroad, and preparation of books and other
propaganda materials.

The Select Committee’s concentration has been on the area of clan-
destine relationships untouched by the Katzenbach Committee—
ndividuals.

7. Covert Relations with Individuals in the Academic Community

As already noted, from the first days of the Katzenbach Commit-
tee, the CIA proceeded on the operating assumption that the inquiry
was directed squarely at institutional relationships—not individuals in
or affiliated with those private institutions. After the Katzenbach
report, the Agency issued a basic instruction entitled “Restrictions on
Operational Use of Certain Categories of Individuals.” This instruc-
tion remains in force today. The instruction states that the “basic rule”
for the use of human agents by the Operations Directorate is that
“any consenting adult” may be used.

While all members of the American academic community, including
students, certainly qualify as “consenting adults,” the CIA since 1967
has been particularly sensitive to the risks associated with their use.
In order to control and confine contacts with American academics, the
handling of relationships with individuals associated with universities
is largely confined to two CIA divisions of the Directorate of Opera-
tions—the Domestic Collection Division and the Foreign Resources
Division. The Domestic Collection Division is the point of contact
with large numbers of American academics who travel abroad or who
are otherwise consulted on the subject of their expertise. The
Foreign Resources Division, on the other hand, is the purely opera-
tional arm of the CIA in dealing with American academics. Alto-
gether, DCD and FRD are currently in contact—ranging from the
occasional debriefing to a continuing operational relationship—with
many thousands of United States academics at hundreds of U.S.
academic institutions.

It is imperative to underline that the majority of these relationships
are purely for the purpose of asking an academic about his travels
abroad or open informal consulting on subjects of the academic’s ex-
pertise. The Committee sees no danger to the integrity of American
private institutions in continuing such contacts; indeed, there are
benefits to both the government and the universities in such contacts.

The CIA’s Office of Personnel also maintains relationships with
university administrators, sometimes in the placement office. These
relationships, which are usually contractual, enable the CIA to ap-
proach suitable United States students for CIA employment.

The “operational use” of academics is another matter. It raises trou-
bling questions as to preservation of the integrity of American aca-
demic institutions.

8. Covert Use of the U.S. Academic Community
The Central Intelligence Agency is now wusing several hundred
American academics ', who in addition to providing leads and, on

1 “Academics” includes administrators, faculty members and graduate students
engaged in teaching.
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occasion, making introductions for intelligence purposes, occasionally
write books and other material to be used for propaganda purposes
abroad. Beyond these, an additional few score are used in an umvitting
manner for minor activities.

These academics are located in over 100 American colleges, univer-
sities, and related institutes. At the majority of institutions, no one
other than the individual concerned is aware of the CIA link. At
the others, at least one university official is aware of the operational use
made of academics on his campus. In addition, there are several Amer-
ican academics abroad who serve operational purposes, primarily the
collection of intelligence.®

The CIA considers these operational relationships with the United
States academic community as perhaps its most sensitive domestic area
and has strict controls governing these operations. According to the
Agency’s internal directives, the following distinctions govern the
operational use of individuals: the CIA’s directives prohibit the opera-
tional use of individuals who are receiving support under the Mutual
Education and Cultural Exchange Act of 1961, commonly known as
the Fulbright-Hays Act. Falling under this particular prohibition are
teachers, research scholars, lecturers, and students who have been
selected to receive scholarships or grants by the Board of Foreign
Scholarships. This prohibition specifically does not apply to the several
other categories of grantees supported by other provisions of the Ful-
bright-Hays Act, such as artists, athletes, leaders, specialists, or par-
ticipants in international trade fairs or expositions, who do not come
under the aegis of the President’s Board of Foreign Scholarships. As
far as the three major foundations—Ford, Rockefeller and Carnegie—
are concerned, the prohibition extends to “persons actively participat-
ing in programs which are wholly sponsored and controlled by any of
these foundations. Additionally, there will be no operational use made
of the officials or employees of these organizations.” (These large foun-
dations were cited by a CIA official in 1966 before the 303 Committee
as “a trouble area in New York City—reluctant to cooperate on joint
ventures.”)

9. Covert Relationships with Acadameic and Voluntary Organizations :
Conclusions

With respect to CIA covert relationships with private institutions
and voluntary organizations, the Committee concludes:

(1) The CIA has adhered to the 1967 Katzenbach guidelines govern-
ing relationships with domestic private and voluntary institutions. The
guidelines are so narrowly focused, however, that the covert use of
American individuals from these institutions has continued.

(2) American academies are now being used for such operational
purposes as making introductions for intelligence purposes?* and
working for the Agency abroad. Although the numbers are not as great
today as ir. 1966, there are no prohibitions to prevent an increase in the
operational use of academics. The size of these operations is determined
by the CIA.

(3) With the exception of those teachers, scholars and students
who receive scholarships or grants from the Board of Foreign Scholar-

* For explanation of italics, see footnote, p. 179.
28 Ibid.
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ships, the CIA is not prohibited from the operational use of all other
categories of grantee support under the Fulbright-Hays Act (artists,
athletes, leaders, specialists, etc.). Nor is there any prohibition on the
operational use of individuals participating in any other exchange
program funded by the United States Government.

In addressing the issues of the CIA’s relationship to the American
academic community the Committee is keenly aware that if the CIA
is to serve the intelligence needs of the nation, it must have unfettered
access to the best advice and judgment our universities can produce.
But this advice and expertise can and should be openly sought—and
openly given. Suspicion that such openness of intellectual encounter
and exchange is complemented by covert operational exploitation of
academics and students can only prejudice, if not destroy, the pos-
sibility of a full and fruitful exchange between the nation’s best minds
and the mation’s most critical intelligence needs. To put these intel-
lects in the service of the nation, trust and confidence must be main-
tained between our intelligence agencies and the academic community.

The Committee is disturbed both by the present practice of opera-
tionally using American academics and by the awareness that the
restraints on expanding this practice are primarily those of sensitivity
to the risks of disclosure and mot an appreciation of dangers to the
integrity of individuals and institutions. Nevertheless, the Commit-
tee does not recommend a legislative prohibition on the operational
exploitation of individuals in private institutions by the intelligence
agencies. The Committee views such legislation as both unenforceable
and in itself an intrusion on the privacy and integrity of the American
academic community. The Committee believes that it is the respon-
sibility of private institutions and particularly the American academic
community to set the professional and ethical standards of its mem-
bers. This report on the nature and extent of covert individual rela-
tions with the CIA is intended to alert these institutions that there 1s
a problem. _

At the same time, the Committee recommends that the CIA amend
its internal directives to require that individual academics used for
operational purposes by the CIA, together with the President or equiv-
alent official of the relevant academic institutions, be informed of the
clandestine CTA relationship. ’

The Committee also feels strongly that there should be no opera-
tional use made of professors, lecturers, students, artists, and the like
who are funded under United States Government-sponsored programs.
The prohibition on the operational use of Fulbright grantees must be
extended to other government-sponsored programs; and in this case
the prohibition should be confirmed by law, given the direct responsi-
bility of the Congress for these programs. It is unacceptable that
Americans would go overseas under a cultural or academic exchange
program funded openly by the United States Congress and at the
same time serve an operational purpose directed by the Central Intelli-
gence Agency.

B. Coverr Reratronsurrs Wita THE UNITED STATES MEDIA

In pursuing its foreign intelligence mission the Central Intelligence
Agency has used the U.S. media for both the collection of intelligence
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and for cover. Until February 1976, when it announced a new policy
toward U.S. media personnel, the CIA maintained covert relation-
ships with about 50 American journalists or employees of U.S. media
organizations. 7'hey are part of a network of several hundred foreign
individuals around the world who provide intelligence for the CIA and
at times attempt to influence foreign opinion through the use of
covert propaganda. These individuals provide the C1A with direct
access to a large number of foreign newspapers and periodicals, scores
of press services and news agencies, radio and television stations, com-
mercial book publishers, and other foreign media outlets.'

The CIA has been particularly sensitive to the charge that CIA
covert relationships with the American media jeopardize the credibil-
ity of the American press and risk the possibility of propagandizing
the U.S. public. Former Director William Colby expressed this con-
cern in recent testimony before the House Select Committee on
Intelligence :

We have taken particular caution to ensure that our opera-
tions are focused abroad and not at the United States in order
to influence the opinion of the American people about things
trom a CIA point of view.

As early as 1967, the CIA, in the wake of the National Student
Association disclosure, moved to flatly prohibit the publication of
books, magazines, or newspapers in the United States. More recently,
George Bush, the new Director, undertook as one of his first actions to
recognize the “special status afforded the American media under our
Constitution” and therefore pledged that “CIA will not enter into
any paid or contractual relationship with any full-time or part-time
news correspondent accredited by any - United States news service,
newspaper, periodical, radio or television network or station.” 14

In approaching the subject of the CIA’s relationship with the United
States media, the Select Committee has been guided by several broad
concerns. It has inquired into the covert publication of propaganda
In order to assess its domestic impact; it has investigated the nature
and purpose of the covert relationships that the CIA maintains with
bona fide U.S. journalists; it has examined the use of journalistic
“cover” by CIA: agents; it has pursued the difficult issue of domestic
“fallout” from CIA’s foreign press placements and other propaganda
activities. Throughout, it has compared current practice to the regula-
tions restricting activities in this area, in order both to establish
whether the CIA has complied with existing regulations, and, more
important, in order to evaluate the adequacy of the regulations
themselves.

1. Books and Publishing Houses

_Covert propaganda is the hidden exercise of the power of persua-
sion. In the world of covert propaganda, book publishing activities
have a special place. In 1961 the Chief of the CIA’s Covert Action

3 For explanation of footnotes, see p. 179.
* George Bush statement, 2/11/76.
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Staff, who had responsibility for the covert prop.aganda,' program,
wrote:

Books differ from all other propaganda media, primarily
because one single book can significantly change the reader’s
attitude and action to an extent unmatched by the impact of
any other single medium . . . thisis, of course, not true of all
books at all times and with all readers—but it is true signifi-
cantly often enough to make books the most important
weapon of strategic (long-range) propaganda.

According to The Chief of the Covert Action Staff, the CIA’s clan-
destine handling of book publishing and distribution could:

(a) Get books published or distributed abroad without
revealing any U.S. influence, by covertly subsidizing foreign
publications or booksellers.

(b) Get books published which should not be “contam-
inated” by any overt tie-in with the U.S. government, espe-
cially if the position of the author is “delicate.” '

(¢) Getbooks published for operational reasons, regardless
of commercial viability.

(d) Initiate and subsidize indigenous national or inter-
national organizations for book publishing or distributing
purposes. . '

(e) Stimulate the writing of politically significant books
by unknown foreign authors—either by directly subsidizing
the author, if covert contact is feasible, or indirectly, through
literary agents or publishers.

Well over a thousand books were produced, subsidized or spon-
sored by the CIA before the end of 1967. Approximately 25 percent of
them were written in English. Many of them were published by cul-
tural organizations which the CIA backed, and more often than not the
author was unaware of CTA subsidization. Some books, however, in-
volved direct collaboration between the CIA and the writer. The
Chief of the Agency’s propaganda unit wrote in 1961:

The advantage of our direct contact with the author is
that we can acquaint him in great detail with our intentions;
that we can provide him with whatever material we want him
to include and that we can check the manuscript at every
stage. Our control over the writer will have to be enforced
usually by paying him for the time he works on the manu-
script, or at least advancing him sums which he might have
to repay . . . [the Agency] must make sure the actual manu-
script will correspond with our operational and propagandis-
tic intention. . . .

The Committee has reviewed a few examples of what the Chief of
the Covert Action Staff termed “books published for operational rea-
sons regardless of commercial viability.” Examples included:

(1) A book about the conflict in Indochina was produced in 1954
at the initiation of the CIA’s Far East Division. A major U1.S. publish-
ing house under contract to the CIA published the book in French and
English. Copies of both editions were distributed to foreign embassies



194

in the United States, and to selected newspapers and magazine editors
both in the United States and abroad.

(2) A book about a student from a developing country who had
studied in a communist country “was developed by [two area divisions
of the CIA] and produced by the Domestic Operations Division .
and has had a high impact in the U.S. as well as the [foreign area]
market.” The book, which was published by the European outlet of a
U.S. publishing house, was published in condensed form in two major
U.S. magazines. Eric Severeid, the CBS political commentator, in
reviewing this book, spoke a larger truth than he knew when he sug-
gested that “our propaganda services could do worse than to flood
[foreign] university towns with this volume.” :

(3) Another CIA book, the Penkovskiy Papers, was published in
the United States in 1965 “for operational reasons”, but actually
became commercially viable. The book was prepared and written
by 'Wittin%; Agency assets who drew on actual case materials. Publi-
cation rights to the manuscript were sold to a publisher through a
trust fund which was established for the purpose. The publisher was
unaware of any U.S. Government interest.

The publishing program in the period before the National Student
Association disclosures was large in volume.and varied in taste. In
1967 alone the CIA published or subsidized well over 200 books, rang-
ing from books on wildlife and safaris to translations of Machiavelli’s
The Prince into Swahili and works of T. S. Eliot into Russian, to-a
parody of the famous little red book of quotations from Mao entitled
Quotations from Chairman Liu.

The publicity which in 1967 surrounded several CIA sponsored or-
ganizations and threatened to expose others caused the CIA to act
quickly to limit its use of U.S. publishers. In direct response to the
Katzenbach report, Deputy Director for Plans Desmond FitzGerald
ordered, “We will, under. no circumstances, publish books, magazines

. or newspapers in the United States.”

With this order, the CIA suspended direct publication and subsi-
dization within the United States not only of books, but also of jour-
nals and newsletters, including: a magazine published by a United
States-based proprietary for cultural and artistic exchange; a news-
letter mailed to foreign students studying in North American univer-
sities under the sponsorship of a CIA proprietary foundation; and a
publication on Latin American affairs published in the United States.

Thus since 1967 the CIA’s publishing activities have almost entirely
been confined to books and other materials published abroad. During
the past few years, some 250 books have been published abroad, most
of them in foreign languages.

As previously noted, the CIA has denied to the Committee a number
of the titles and names of authors of the propaganda books published
since 1967. Brief descriptions.provided by the Agency indicate the
breadth of subject matter, which includes the following topics, among
many others:

(1) Commercial ventures and commercial law in South
- Vietnam ;

(2) Indochina representation at the U.N.;

(3) A memoir of the Korean War;



195

(4) The prospects for European union;
(5) Chile under Allende.

2. Covert Use of U.S. Journalists and Media Institutions

. On February 11,1976, the CIA announced new guidelines governing
its relationship with U.S. media organizations:

Effective immediately, CTA will not enter into any paid or
contractual relationship with any full-time or part-time news
correspondent accredited by any U.S. newsservice, newspaper,
periodical, radio or television network or station.®

Of the approximately 50. U.S. journalists or personnel of 1J.S. media
organizations who were employed by the CIA or maintained some other
covert relationship with the CIA at the time of the announcement,
fewer than one-half will be terminated under the new CIA gnidelines.

About half of the some 50 CIA relationships with the U.S. media
were paid relationships, ranging from salaried operatives working
under journalistic cover, to U.S. journalists serving as “independent
contractors” for the CIA and being paid regularly for their services, to
glloze who receive only occasional gifts and reimbursements from the

17

More than a dozen United States news organizations and commercial
publishing houses formerly provided cover for CIA agents abroad. A
few of these organizations were unaware that they provided this
cover.s

Although the variety of the CIA relationships with the U.S. media
makes a systematic breakdown of them almost impossible, former CTA
Director Colby has distinguished among four types. of relationships.*®
These are:

(1) Staff of general circulation, U.S. news organizations;

(2) Staff of small, or limited circulation, U.S. publications;

(3) Free-lance, stringers, propaganda writers, and employees of
U.S. publishing houses

(4) Journalists with whom CIA maintains unpaid, occasional,
covert contact.

‘While the CIA did not provide the names of its media agents or the
names of the media organizations with which they are connected, the
Committee reviewed summaries of their relationships and work with
the 0117&. Through this review the Committee found that as of Febru-
ary 1976:

(1) The first category, which would include any staff member of a
general circulation U.S. news organization who functions as a paid
undercover contact of the CIA, appears to be virtually phased out. The

8 According to the CIA, “accredited” applies to individuals who are “formally
authorized by contract or issuance of press credentials to represent themselves
as correspondents.”

¥ Drawn from “operational case studies” provided to the Committee 12/16/75
and 10/21/75. ’

3 For explanation of footnotes, see p. 179.

® On November 30, 1973, the Washinaton Star-Newe reported that Director
Colby had ordered a review of CIA media relationships in September of that
year, and reported that Colby would phase out the first category but maintain
journalists in each of the other three categories. In his testimony to the House
Select Committee on Intelligence on November 6, 1975, Colby made a general
reference to these categories.
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Committee has found only two current relationships that fit this cate-
gory, both of which are being terminated under the CIA’s Febru-
ary 11, 1976 stated policy. '

The Committee has also found a small number of past relationships
that fit this category. In some cases the cover arrangement consisted of
reimbursing the U.S. newspaper for any articles by the CIA agent
which the paper used. In at least one case the journalistic functions
assumed by a CIA staff officer for cover purposes grew to a point where
the officer concluded that he could not satisfactorily serve the require-
ments of both his (unwitting) U.S. media employers and the CIA, and
therefore resigned from the CIA. He maintained contact, however,
with the CIA and continued, very occasionally, to report to the CIA
from the countries in which he worked.

(2) Of the less than ten relationships with writers for small, or
limited circulation, U.S. publications, such as trade journals or news-
letters, most are for cover purposes.

(3) The third, and largest, category of CIA relationships with the
U.S. media includes free-lance journalists; “stringers” for newspapers,
news magazines and news services; itinerant authors; propaganda
writers; and agents working under cover as employees of U.S. pub-
lishing houses abroad. With the exception of the last group, the
majority of the individuals in this category are bona fide writers or
journalists or photographers. Most are paid by the CIA, and virtually
all are witting ; few, however, of the news organizations to which they
contribute are aware of their CI A relationships. .

(4) The fourth category of covert relationships resembles the kind
of contact that journalists have with any other department of the U.S.
Government in the routine performance of their journalistic duties. No
money changes hands. The relationships are usually limited to occa-
sional lunches, interviews, or telephone conversations during which
information would be exchanged or verified. The difference, of course,
is that the relationships are covert. The jourralist either volunteers or
is requested by the CIA to provide some sort of information about peo-
ple with whom he is in contact. In several cases, the relationship began
when the journalist approached a U.S. embassy officer to report that
he was approached by a foreign intelligence officer; in others, the CIA
initiated the relationship. :

The first major step to impose restrictions on the use of U.S. journal-
ists was taken by former Director Colby in the fall of 1973. According
to Mr. Colby’s letter to the Committee : 2

(a) CIA will undertake no activity in which there is a risk
of influencing domestic public opinion, either directly or in-
directly. The Agency will continue its prohibition against
placement of material in the American media. In certain in-
stances, usually where the initiative is on the part of the
media, CTA will occasionally provide factual non-attributable
briefings to various elements of the media, but only in cases
where we are sure that the senior editorial staff is aware of
the source of the information provided.

# Yetter from William Colby to the Select Committee, 10/21/75.
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(b) As a general policy, the Agency will not make any
clandestine use of staff employees of U.S. publications which
have a substantial impact or influence on public opinion. This
limitation includes cover use and any other activities which
might be directed by CIA.

? c) A thorough review should be made of CIA use of non-
staff journalists; i.e., stringers and free-lancers, and also those
individuals involved in journalistic activities who are in non-
sensitive journalist-related positions, primarily for cover
‘backstopping. Our goal in this exercise is to reduce such usage
to a minimum,

Mr. Colby’s letter specified that operational use of staff—that is, full-
time correspondents and other employees of major U.S. news maga-
zines, newspapers, wire services, or television networks—was to be
avoided. Use would be less restricted for “stringers” or occasional
correspondents for these news organizations, as well as for corre-
spondents working for smaller, technical, or specialized publications.

The public statement that the CIA issued on February 11, 1976, ex-
pressed a policy of even greater restraint :

—Effective immediately, CIA. will not enter into any paid
or contractual relationship with any full-time or part-time
news correspondent accredited by any U.S. news service,
newspaper, periodical, radio or television network or station.

—As soon as feasible, the Agency will bring existing rela-
tionships with individuals in these groups into conformity
with this new policy.

—CIA recognizes that members of these groups (U.S.
media and religious personnel) may wish to provide infor-
mation to the CIA on matters of foreign intelligence of
interest to the U.S. Government. The CIA will continue to
welcome information volunteered by such individuals.?

From CIA testimony later that month, the Committee learned that
this prohibition extends to non-Americans accredited to U.S. media
organizations. Nevertheless, this prohibition does not cover “unaccred-
ited” Americans serving in U.S. media organizations, or free-lance
writers. As previously noted, the CIA has informed the Committee
that, of the approximately 50 CIA relationships with U.S. journalists
or employees of U.S. media organizations, fewer than one-half will be
terminated under the new guidelines.?

3. Two Issues: “Fallout” and the Integrity of a Free Press

In examining the CIA’s past and present use of the U.S. media, the
Committee finds two reasons for concern. The first is the potential, in-
herent in covert media operations, for manipulating or incidentally

B CIA instructions interpreting the new policy explain that “the term ‘con-
tractual’ applies to any written or oral agreement obligating the Agency to
provide financial remuneration including regular salaries, spot payments, or
reimbursement of, out-of-pocket operational expenses or the provision of other
materia]l benefits that are clearly intended as a reward for services rendered
the Agency.” )

= CIA response of March 17, 1976 (76-0315/1).
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misleading the American public. The second is the damage to the

credibility and independence of a free press which may be caused by

covert relationships with U.S. journalists and media organizations.
In his 1967 order prohibiting CIA publication in this country, then

geputy Igirector for plans Desmond FitzGerald raised the first issue.
e stated:

Fallout in the United States from a foreign publication

W{)llic}l we support is inevitable and consequently permis-
sible.

In extensive testimony, CIA employees both past and present have
conceded that there is no way to shield the American public from such
“fallout.” As a former senior official of the Agency put it in testimony :

There is no way in this increasingly small world of ours of
insulating information that one puts out overseas and con-
fining it to the area to where one puts it out. . . . When Brit-
ish intelligence was operating in the last century, they could
plant an outrageous story in some local publication and feel
fairly confident that no one else would ever hear about it,
that would be the end of it. . . . That is no longer the
case. Whether or not this type of overseas activity should be
allowed to continue is subject to differing views and judg-
ments. My own would be that we would be fools to relinquish
it because it serves a very useful purpose.?®

The same former CIA official continued :

If you plant an article in some paper overseas, and it is
a hard-hitting article, or a revelation. there is no way of gnar-
anteeing that it is not going to be picked up and published
by the Associated Press in this country.?s

The domestic fallout of covert propaganda comes from many
sources; books intended primarily for an English-speaking foreign
audience, press placements that are picked up by international wire
services, press services controlled by the CIA, and direct funding of
foreign institutions that attempt to propagandize the United States
public and Congress. : :

In the case of books, substantial fallout in the U.S. may be a neces-
sary part of the propaganda process. For example, CIA records for
1967 state that certain books about China subsidized or even pro-
duced by the Agency “circulate principally in the U.S. as a prelude to
later distribution abroad.” Several of these books on China were
widely reviewed in the United States, often in juxtaposition to the
sympathetic view of the emerging China as presented by Edgar Snow.
At least once, a book review for an Agency book which appeared in
the New York Times was written by a CIA writer under contract.
E. Howard Hunt, who had been in charge of contacts with U.S. pub-
lishers in the late 1960s, acknowledged in testimony before this Com-
mittee that CIA books circulated in the U.S., and suggested that such
fallout may not have been unintentional.

% Thomas H. Karamessines testimony of a former Deputy Director for plans,
10/22/75, p. 46.
% Former Deputy Director for plans testimony, 10/28/75, p. 36.
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Question. But, with anything that was published in Eng-
lish, the United States citizenry would become a likely audi-
ence for publication?

Mr. Honr. A likely audience, definitely.

Question. Did you take some sort of steps to make sure that
things that were published in English were kept out of or
away from the American reading public?

Mr. Hunt. It was impossible because Praeger was a com-
mercial U.S. publisher. His books had to be seen, had to be
reviewed, had to be bought here, had to be read.

Hun~t. If your targets are foreign, then where are they?
They don’t all necessarily read English, and we had a bilateral
agreement with the British that we wouldn’t propagandize
their people. So unless the book goes into a lot of languages
or it is published in India, for example, where English is a
lingua franca, then you have some basic problems. And I
think the way this was rationalized by the project review
board . . . was that the ultimate target was foreign, which was
true, but how much of the Praeger output actually got abroad
for any impact I think is highly arguable.?®

An American who reads one of these books which purportedly is
authored by a Chinese defector would not know that his thoughts
and opinions about China are possibly being shaped by an agency
of the United States Government. Given the paucity of information
and the inaccessibility of China in the 1960s, the CIA may have helped
shape American attitudes toward the emerging China. The CIA con-
siders such “fallout” inevitable.

Another example of the damages of “fallout” involved two propri-
etary news services that the CIA maintained in Europe. Inevitably
these news services had U.S. subscribers. The larger of the two was
subscribed to by over 30 U.S. newspapers. In an effort to reduce the
problem of fallout, the CIA made a senior official at the major U.S.
dailies aware that the CIA controlled these two press services.

A serious problem arises from the possible use of U.S. publications
for press placements. Materials furnished to the Committee describe
a relationship which poses this problem. It began in August 1967—
after the Katzenbach Committee recommendations—and continued
until May 1974. In this case, a U.S.-based executive of a major U.S.
newspaper was contacted by the CIA “on a confidential basis in view
of his access to information of intelligence and operational interests.”
The news executive served as a witting, unpaid collaborator for intel-
ligence collection, and received briefings from the CIA which “were of
porfessional benefit” to him. The CIA materials state that :

It was visnalized that . . . propaganda (if agreeable to
him) might be initially inserted in his paper and then be
available for reprinting by Latin American news outlets. . ..
There is no indication in the file that Subject agreed . . . or
that he did place propaganda in his newspaper.?

® B. Howard Hunt testimony, 1/10/76 pp. 73, 74.
# CIA Operational case study #14.
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The danger of CIA propaganda contaminating U.S. media—*“fall-
out”—occurs in virtuaﬁy any instance of propaganda use. The pos-
sibility is quite real even when the CIA does not use any U.S. journal-
ist or publication in carrying out the propaganda project. Where a
CIA propaganda campaign causes stories to appear In many pres-
tigious news outlets around the world, as occurred at the time of the
Chilean elections in 1970, it is truly impossible to insulate the United
States from propaganda fallout.

Indeed, CIA records for the September-October 1970 propaganda
effort in Chile indicate that “replay” of propaganda in the U.S. was
not unexpected. A cable summary for September 25, 1970 reports:

Sao Paulo, Tegucigalpa, Buenos Aires, Lima, Montevideo,
Bogota, Mexico City report continued replay of Chile theme
materials. Items also carried in New York Times, Washington
Post. Propaganda activities continue to generate good cover-
age of Chile developments along our theme guidance. . . .*

The fallout problem is probably most serious when the U.S. public
is dependent on the “polluted” media channel for its information
on a particular subject. When news events have occurred in relatively
i1solated parts of the world, few major news organizations may have
been able to cover them initially, and world-wide coverage reflects
whatever propaganda predominates in the media of the area.

Another situation in which the effects of “fallout” in the United
States may be significant is that in which specialized audiences in the
United States—area study specialists, for example—may unknowingly
rely heavily on materials produced by, or subsidized by, the CIA. The
danger of this form of dependence is less now than it had been prior
to the freer flow of Western travelers to the Soviet Union, Eastern
Europe and China. A

In its inquiry into the activities of a Vietnamese institution the
Committee discovered a particularly unfortunate example of domestic
fall-out of covert propaganda activities. The institution was a CIA-
inspired creation. The intention of the CIA, according to its own
records, was not to undertake propaganda against the United States.
Whatever the design, the propaganda effort had an impact on the
American public and congressional opinion, The CTA provided $170,-
000 per year in 1974 and 1975 for the sunport of this institution’s pub-
lications. The embassy in the United States distributed the magazine
to American readers, including the offices of all United States Con-
gressmen and Senators. The institution on at least one occasion invited
a group of American Congressmen to Vietnam and sponsored their
activities on at least part of their trip. Through this institution the
CIA—however inadventently—engaged in propagandizing the Amer-
ican public, including its Congress, on the controversial issue of U.S.
involvement in Vietnam.

One particular kind of possible “fallout” has aroused official concern.
That is fallout upon the U.S. Government of the CIA’s “black nrona-
gnada”—propaganda that appears to originate from an unfriendly
source. Because the source of black propaganda is so fully concealed,
the CIA recognizes that it risks seriously misleading U.S. policy-

% Chile Task Force Log (R597).
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makers. An Agency regulation specifies that the Directorate of Opera-
tions should noti%r appropriate elements of the DDI and the In-
telligence Community 1f the results of a black operation might in-
fluence the thinking of senior U.S. officials or affect U.S. intelligence
estimates. Regular coordination between the CIA and the State De-
partment’s INR has been instituted to prevent-the self-deception of
“senior U.S. officials” through black propaganda. It should be noted
that this procedure applies only to black propaganda and only to
“senior U.S. officials.” No mechanism exists to protect the U.S. public
and the Congress from fallout from black propaganda or any other
propaganda.

The Committee recognizes that other countries make extensive use
of the international media for their propaganda purposes. The United
States public is not insulated from this propaganda either. It is clear,
however, that the strongest defense a free country has from propaganda
of any kind is a free and vigorous press that expresses diverse points of
view. Similarly, the most effective way for this country to respond to
the use of propaganda abroad is-to permit American journalists and
news organizations to pursue their work without jeopardizing their
credibility in the eyes of the world through covert use of them.

C. Covert Use or U.S. Rericrous GRoUPS

The Committee considers religious groups—like academia and the
press—to be among the most important of our society’s institutions.
As such, any covert relationship that might either influence them or
jeopardize their reputation is extremely sensitive. Moreover, opera-
tional use of U.S. religious organizations differs from the use of other
elements of U.S. society. It is a special case, in that virtually all re-
ligions are inherently supra-national. Making operational use of U.S.
religious groups for national purposes both violates their nature and
undermines their bonds with kindred groups around the world.

In its examination of CIA relationships with domestic institutions,
the Committee has focused exclusively on the use of U.S. religious or-
ganizations.

1. Restrictions on the Use of Religious Personnel

The CIA guidelines issued in the wake of the Katzenbach Com-
mittee report required prior approval bv the DDO for operational use
of any employee, staff member, or official of a U.S. educational or pri-
vate organization. This restriction applied to operational use of these
individuals who were affiliated with American religious organizations.
The CIA has provided the Committee with no other regulations that
apply specifically to the use of religious groups. In a letter to this Com-
mittee, however, Mr. Colby stated that the CTA used religious groups
with great caution, and that their use required special approval within
the Agency:

Deputy Director for Operations regulations require the
Denuty Director for Operations’ annroval for the u<e of re-
ligious grouns. He has the resnonsibility of ensuring that
such operational use avoids infringement or damage to the
individual religious personnel involved in their group. Such

207-932 O - 76 - 14
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use is carefully weighed and approvals in recent years have
been relatively few in number.?®

On February 11,1976, the CIA announced :

CIA has no secret paid or contractual relationship with any
American clergyman or missionary. This practice will be
continued as a matter of policy.

The CIA has assured the Committee that the prohibition against “all
paid or contractual relationships” is in fact a prohibition against any
operational use of Americans following a religious vocation.

2. Scope of Relationships

The number of American clergy or misionaries used by the CIA has
been small. The CIA has informed the Committee of a total of 14
covert arrangements which involved direct operational use of 21
individuals.

Only four of these relationships were current in August 1975, and
according to the CIA, they were used only for intelligence collection,
or, in one case, for a minor role in preserving the cover of another
asset.

The other ten relationships with U.S. religious personnel had been
terminated before August 1975; four of them ended within the last
five years. In six or seven cases, the CIA paid salaries, bonuses, or ex-
p}(:nses to the religious personnel, or helped to fund projects run by
them.

Most of the individuals were used for covert action purposes. Sev-
eral were involved in large covert action projects of the mid-sixties,
v‘;'élich were directed at “competing” with communism in the Third

orld.

3. Issues : “Fallout,” Violation of Trust

As several of the relationships—all terminated—involved the reli-
gious personnel in media activity, some of the same concerns must be
voiced as when U. S. journalists are used covertly. The danger of
U.S. “fallout” of CIA propaganda existed in three or four of the
relationships with U.S. religious personnel.

The more serious issue, however, is the question of the confiden-
tiality of the relationships among members of the clergy and their
congregations.

Of the recent relationships, the most damaging would appear to be
that of a U.S. priest serving the CIA as an informant on student and
religious dissidence. ,

Of the earlier cases, one exemplifies the extent to which the CIA
used confidential pastoral relationships. The CIA used the pastor
of a church in a Third World country as a “principal agent” to carry
out covert action projects, and as a spotter, assessor, asset developer,
and recruiter. He collected information on political developments -
and on personalities. He passed CIA propaganda to the local press.
According to the CIA’s description of the case, the pastor’s analyses
were based on his long-term friendships with the personalities, and
the agents under him were “well known to him in his professional life.”
At first the CIA provided only occasional gifts to the pastor in return

® Letter from William Colby to the Select Committee, 10/21/75.
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for his services; later, for over ten years, the CIA paid him a salary

that reached $11,414 annually.

4. The CIA aid U.S. Religious Organizations and Personnel : Conclu-
sions and Recommendations

The Committee welcomes the policy, announced by the CIA on
February 11, 1976, that prohibits any operational use of Americans
following a religious vocation.

The fact that relatively few American clergy or missionaries have
been used by the CIA suggests that neither this country’s capacity to
collect, intelligence nor its covert action capability would be seriously
affected by a total ban on their.operational use. Therefore, the Com-
mittee recommends that the CIA’s recent prohibition on covert paid or
contractual relationships between the Central Intelligence Agency
i.nd any American clergyman or missionary should be established by

aw.



X1. PROPRIETARIES

Proprietaries are business entities, wholly owned by the Central
Intelligence Agency, which either actually do business as private
firms, or appear to do business under commercial guise. They are part
of the “arsenal of tools” the CIA believes it must have to be an effec-
tive intelligence component.! In recent years, particularly during the
Vietnam War, serious questions were raised about this proprietary
capability.

Much of the accompanying criticism stemmed from a lack of un-
derstanding of the role of proprietaries in both United States foreign
policy and the intelligence operations. Some of the criticism arose from
the suspected entrance of proprietaries into areas where they would be
in competition with legitimate business interests, such as the airline
industry. It has been feared that their profits were used to provide
secret funding for covert operations, thus avoiding scrutiny by the Ex-
ecutive and the Congress through a “back door” funding process.

In addition, there have been allegations that the domestic impact of
these entities has effectively violated the Agency’s charter, which gen-
erally proscribes domestic activity of a police or internal security
nature. Concerns have been expressed that favored treatment has been
given these proprietaries by other Government agencies, such as the
Internal Revenue Service and the Civil Aeronautics Board. The fact
that the size and number of these mechanisms is unknown has caused
concern about potentially pervasive influence on the free enterprise
system. Questions have arisen about whether Agency policy included
using these entities to engage in illegal activities to make profits which
could be used to fund clandestine operations. Most notably, the latter
charges have involved allegations that the Agency’s air proprietaries
were involved in drug trafficking.?

Concern has been expressed about the Agency’s financial and man-
agement control over proprietaries and about the treatment of funds
related to such entities.® It is understandable that there would be mis-
givings and suspicion, since much that would have explained the role
of these proprietaries has remained classified. The Committee has,
nonetheless, been able to conduct broad review of these operations.
This review has included examination of documents at the CIA, and
testimony from present and former Agency employees.

In general, these mechanisms have operated with a proper concern
for legality, propriety and ethical standards at the headquarters level.
The deviations that have occurred were in the field and generally in

! Testimony of Chief of Cover and Commercial Staff (CCS), 1/27/76, p. 20.

? The Committee found no substance to these charges. .

® A careful review has revealed that the CIA’s proprietaries are appropriately
limited and controlled with careful ccnsidered given to restrict their use within
the spirit and letter of the law by headquarters-level personnel.

(205)
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the area of operators, rather than management personnel. More-
over, the use and past expansion of the proprietaries was a direct
result of demands placed upon the Agency by Presidents, Secretaries
of State and the policy mechanisms of government. This is particu-
larly true of the large air proprietary complex used to support para-
military operations in Southeast Asia. Tﬁe'only exception to this
pattern is the insurance complex, which was partially established on
Agency initiatives to fill a pressing need.

A conceptual problem which continually confronts the intelligence
community, applies with full force in the roprietari area. As certain
kinds of covert action were developed to deal with the perceived com-
munist threat, the use of certain mechanisms had to be limited. In a
totalitarian society for example, governmental and “private” enter-
prises are essentially one. The government can and does use these en-
tities for intelligence and other official purposes. In our society, how-
ever, that which is governmental is generally distinct from that which
is private. Traditionally, problems have developed when the govern-
ment has crossed into the private sector. Proprietaries are no exception
to this dilemma. They are, in fact, the embodiment of it.

Thus, the fundamental question presented in this portion of the Com-
mittee’s inquiry is: can a free and open society tolerate such a conflu-
ence of conflicting roles? The Committee concludes that it can, pro-
vided that the Congress plays-a role in the supervision of these mech-
anisms to ensure that the delicate balance struck in our society between
governmental and private actions is maintained. While there may have
been a temptation to view proprietaries as “abusive” per se, this atti-
tude was eschewed by the Committee. Although there are potential
problems with proprietaries, the Committee feels that aggressive over-
sight can protect the rights of American citizens and institutions with-
out the need for a ban on the use of proprietaries which serve a
legitimate intelligence function.

A. OvErviEW

Acting under broad authority granted them by the National Secu-
rity Act of 1947 and Central Intelligence Act of 1949, the various
Directors of Central Intelligence have established proprietaries (Gov-
ernment-owned business enterprises, foundations and quasi-business
enterprises) to serve a variety of intelligence and covert action pur-
poses. Chief among those purposes have been:

1. Provision of Cover for Intelligence Collection and Action Projects

Commercial firms established in foreign countries provide plausible
reasons for the presence of CIA case officers. Agency-funded founda-
tions serve as conduits of funds for a variety of purposes, includin
clandestine activities and contributions to scholars conducting researe.
which supports United States foreign policy positions.

2. Extension of Agency Influence and Information Network in Over-
seas Business Community

. The very act of establishing a proprietary firm requires banking,

insurance, and other services. Acquiring these services entails support,

communications, and intimate business relationships with bona fide
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commercial entities here and abroad. At a minimum, these relation-
ships require the clearance of those in top management positions for
access to CIA business. On occasion this relationship includes the
Agency using commercial contacts for information or assistance.

3. Provision of Supporting Services for Covert Operations

In paramilitary operations, airlift and sealift bv Agency-owned
carriers has many advantages: flexibility, security, ability to implant
technical collection devices, etc. CIA agents, who engage in haz-
ardous activities which would ordinarilv make them uninsurable, can
obtain commercial insurance at standard or subsidized rates via a con-
glomerate of CIA-owned insurance companies. In foreign locations
where actual contact with the nearest CIA station is not operationally
discreet, proprietaries provide payroll channels and other administra-
tive services for Agencv personnel. Firms based in locations with per-
missive corporate laws and regulations can also engage in many
activities unrelated to their charters. For example, insurance firms can
acquire real estate for operational purposes on a non-attributed basis.

4. Operation of Propaganda Mechanisms

In establishing the clandestine radios (Radio Free Europe and
Radio Liberty) in the 1950s, the CIA acquired a means of directly
influencing populations behind the Iron Curtain. These proprietaries
were eventually disposed of and placed under the aegis of the Depart-
ment of State. ‘

5. Management of Private Investments

The Agency would deny that private investment is a purpose of
proprietaries. Agency officials state that standing policy prohibits the
investment of CIA operational funds in the private sector without ex-
plicit authorization by the DCI. Actually, the existence of proprietary
enterprises which occasionallv returned sizable profits, indicates that
private investment may indeed have been a widespread Agency policy.
Moreover, the Agencv has specifically authorized its insurance com-
plex to act as an institutional investor for its own funds and those of
other proprietaries. Thus, the extent of private investment by the
Agency is actually a question of definition and shading.

B. STRUCTURE

Proprietaries fall into two broad categories :

(1) Operating companies which actually do business as
private firms; and

(2) Non-operating companies which appear to do business
under commercial guise. -

These entities mav be lexally constituted as corporations. partner-
ships, or sole proprietorships; or they may have no such legal standing,
i.e., they may be “notional” entities financed by the Agency. Corporate
proprietaries are incornorated in accordance with the statutory pro-
visions of the jurisdiction of incorporation, are subject to the same
review as any corporate entity within that jurisdiction, file applicable
state and Federal tax returns, and obtain the necessary licenses to
conduct business. -
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Both operating and non-operating companies serve two purposes:
(1) they provide cover, attribution for funding, and administrative
assistance to agents and clandestine activities; and (2) they provide
services not available through normal commercial facilities. Because
these instrumentalities are established as private organizations, they
must be organized and managed in accordance with normal business
pr%ctices and requirements for the types of enterprises they appear
to be.

The Agency has generally employed proprietaries when they have
been the only way, or clearly the best way, to achieve an approved ob-
jective. Under Agency rules proprietaries are established or allowed
to continue only so long as they contribute to accomplishment of the
CIA’s mission, and remain the most effective means to achieve
Agency objectives. While current policy does limit the use of oper-

- ating proprietary mechanisms, the Agency does retain its capability
to use these mechanisms, although it limits the size of the actual en-
tities being maintained.

A review of Agency files shows that the number of operating pro-
prietaries has been consciously pared by about 50 percent since the
mid-1960s. These reductions were the result of both the Katzenbach
guidelines associated with the National Student Association disclosures
in 1967, and a survey conducted by the CIA Inspector General in that
same year. In addition, the need for proprietaries has declined as a
result of: (1) a general shift in emphasis away from covert action;
(2) thetransfer of Radio Free Europe and Radio Liberty to the Board
of International Broadcasting with funding through State Depart-
ment; (3) the liquidation of the assets of the Air America complex
as requirements for CIA support in Southeast Asia diminished; (4)
the sale of Southern Air Transport and the liquidation of assets of
Intermountain Aviation with their exposure in the press; and (5) a
change in the Agency’s approach to contingency requirements.

The evidence received by the committee indicates that the activities
of all agency provrietaries support the CIA’s foreign intelligence
collection or covert action missions. Some proprietaries are located
within the United States for reasons of operational or administrative
necessity, thus there is a domestic infrastructure, but their ultimate
impact is overseas. Some of the questionable domestic uses of these en-
tities are detailed in the sections of this Report on “MERRIMAC”
and related programs.* In one area, the insurance complex, serious
questions remain as to the propriety of using such a mechanism to
provide insurance and retirement benefits for agency employees.

1. Operating Proprietaries

Operating proprietaries condnct business in the commercial sphere.
While they may compete directly with privately-owned corporations
such comnetition is limited by the agency so that private companies
will not be denrived of substantial income. The Agency has been
careful to limit the amount of commercial business engaged in by
these proprietaries to that necessary to support the viability of the
commercial cover. Revenues have been used to partially offset operat-
ing costs, and aggregate profits over the years have been relatively

¢ See the Select Committee’s detailed feport on CHAOS.
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small. Only two proprietaries have shown significant profits: the Air
America complex, primarily by fulfilling éﬁvernment contracts in
Southeast Asia; and the insurance company, by handling trust funds
and insurance.

Depending upon the functions they perform, operating proprietaries
vary in terms of capitalization and total assets. When the commercial
purpose of an operating proprietary is incidental to its CIA mission
(such as an export-import firm which engages in commercial opera-
tions only to.the extent necessary to provide cover for a CIA officer
in a foreign country) a minimum capitalization, usually in the neigh-
borhood of $25,000 or less, is all that is required.

Operating proprietaries whose commercial purposes are in them-
selves essential to the CIA mission require much larger capitalization
and investment. They are staffed by Agency personnel and cleared
commercial employees. Among the Agency’s operating proprietaries
of this type are a few management companies and non-operating
proprietaries with substantial assets. The Agency’s largest operating
proprietaries have been Air America, the insurance complex, and
Intermountain Aviation, Inc.

Air America, the Agency’s largest proprietary, provided air sup-
port for CIA operations in Southeast Asia. This support was under
cover of a commercial flying service fulfilling United States Govern-
ment contracts. Corporate headquarters were in Washington, D.C.,
with field headquarters in Taipei, Taiwan.

The insurance complex provides a mechanism for both the payment
of annuities and other benefits to sensitive agents, and self-insurance
of risks involved in covert operations. The complex was formed in
1962 as a clandestine commercial support mechanism *o provide death
and disability benefits to agents or their beneficiarics when security
considerations precluded payments which might be attributable to
the United States Government. This function was broadened to in-
clude assumption of many risks incurred by operational activities. The
complex has administered agents’ escrow accounts and life insurance,
and provided annuity and pension programs for selected agent per-
sonnel employed by the Agency. These programs are solely for the
purpose of meeting the Agency’s obligations to personnel who have
rendered services over a substantial period of time, and who are not
eligible for normal United States Government retirement programs.

Individuals who qualify for the CIA Retirement System or the Civil
Service System are not handled through the proprietary system. The
complex has also been used to provide a limited amount of support
to covert operations—specifically, for the acquisition of operational
real estate and as a conduit for the funding of selected covert
activities.

Intermountain Aviation, Inc. provided a variety of nonattributable
air support capabilities which were available for quick deployment
overseas in support of Agency activities. The assets of Intermountain
have been sold, with operations ceasing February 28, 1975, and the
corporation is in the process of being dissolved. )

The combined net worth (assets minus liabilities) of the operating
proprietary companies is approximately $57.3 million. Although some

~
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are commercially self-supporting, such as those in the insurance com-
plex, most of these companies usually require budgetary support.

Three of these operating proprietaries will be described in the
following pages to indicate: why they came into existence; what they
did; the management, operations and control environment in Whlch
they operated; and what impact they may have had on the private
sector. In addition, this discussion will supply the necessary factual
reference for the Committee’s recommendations. These recommenda-
tions reflect the considered judgments of the Committee, which were
formulated after hearing the views of current and former CIA em-
ployees, and those of other knowledgeable individuals.

The Security Project

In 1958, at the time construction of the new CIA headquarters
building in Langley was initiated, a small counterintelligence opera-
tion was established to maintain surveillance of the site to prevent
hostile penetration and sabotage. It was successful in its objectives
and, upon occupancy of the building in 1962, the Security Project
was established.

From a single office in Virginia the project expanded to four field
offices and grew from a single firm into three separate corporations.
The parent organization operated in the greater Washington area.
This operating proprietary was a commercial corporation which per-
formed security services on a competitive basis. The firm also con-
ducted operations for the CIA’s Office of Security. This operation was
successful, with customers utilizing the proprietary for document
destruction, consultation, guard work, and security clearance investi-
gations.

This company developed business contracts with agencies of the
Federal Government and commercial firms. Because the provisions
of the “Anti-Pinkerton Act” 3 prohibit a company engaged in investi-
gative work from contracting with the Federal Government, the
Agency formed a separate company to manage commercial firms as
funding mechanisms for investigative work levied by the Office of
Security. The new company was headquartered in California. As
activity expanded and work increased, a third corporation was orga-
nized and headovartered in California.

In early 1966, the original company merged with the third
firm, which remained incorporated in the state of California. The
corporate officers and the board of directors of all three companies
consisted of the same persons. Subsequently, the merged corporation
was sold and new legal straw men were introduced as officers, directors
and shareholders. In March 1966, a new home office was established
in Virginia to enhance administrative efficiency, monetary controls,
and cover viability. This “home office,” with its investigative charter,
has been nsed to conduct covert investigations.

In addition to conducting investigations, the project was used in
the following activities:

(1) Covert monitoring of construction of CIA headquarters
building ;

(2) Monitoring of construction of buildings which were to be
occupied by Agency components;

85 U.S.C. 3108.
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(3) Covert monitoring of construction of CIA printing services
building;

(4) gurveil]ance of Department of Defense civilian employees
suspected of being potential defectors to the Soviet Union;

(5) Testing security effectiveness at domestic Directorate of Science
and Technology sites and contractor facilities;

&6) MERRIMA C—monitoring of dissident groups in Washington,

.6 ,

.C.;

(7) Hiring and paying contract guards;

(8) Contracting with a civilian firm for the guard force at an
installation;

(9) An operation to recruit, process and train undercover internal
security agents for the Bureau of Narcotics and Dangerous Drugs;

(10) Security support for Directorate of Science and Technology
projects consisting mainly of badging and entry controls, background
investigations, and escort of sensitive material—this is the only such
activity currently being serviced by the project;

(11) Physical surveillance of an Agency courier suspected of living
beyond his means including a surreptitious entry into his apartment;

(12) Physical surveillance of an Agency employee “who maintained
contact with people of questionable loyalty” including an audio
penetration of the employee’s apartment and a mail cover.

Only one office is currently in operation as part of the project. Over
the past years, its commercial projects have included badging opera-
tions for private companies, i.e., airlines, schools, etc. The company
has never made a true profit. To maintain its image among its competi-
tors, however, its books reflect a small profit on which Federal and
state taxes are paid. The office presently employs four staff agents,
five contract agents and fourteen proprietary employees. During fiscal
%eacmlr 1974, the project expended 2.9 percent of the Office of Security

udget. : v

As noted, this security project has provided the Office of Security
and Agency operators support on sensitive covert operations and
investigative matters, counterintelligence and counterespionage sup-
port for Agency components, custodial support, technical and physical
support in surveillances, and Agency proprietary support. The project
has also conducted special nongovernmental and sensitive inquiries.
Its commercial activities have included : internal security management,
security surveys, counteraudio measures and inspection, management
of security protective equipment and devices, classified material stor-
age, secure destruction of classified waste, incinerator equipment sales,
personnel investigations, and industrial undercover activities.

A unique example of its Agency security function was a project
which utilized both security “probes” and security “penetrations.” A
security probe is a test of the current effectiveness of a security system
within an Agency installation. A security penetration is an internal
investigation and search which attempts to locate subversive elements
at a facility. Such a penetration seeks to detect those who may be en-

° This particular project and other aspects of the project’s domestic activities
are treated in greater detail in the Committee’s Staff Report on CHAOS.
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gaged in foreign intelligence or sabotage, and those who, by lack of
security discipline or gross malfeasance, may be weakening the secu-
rity structure of the facility. In essence, penetrations are counterintel-
ligence against a domestic installation.

In one instance, an agent was sent under the natural cover of a
union construction man to an Agency contractor to gain employment
as a pipefitter.® He succeeded in gaining access to the target, and de-
veloped information on the installation and its personnel. Similar
‘probes were also conducted against other companies contracting with
the Federal Government. The proprietaries which are part of the se-
curity project have helped maintain the security required by sensitive
Agency operations. Their utility, however, as in the case of nearly all
proprietaries is relative to policy demands and “flap” potential. As one
Agency commentator phrased it when Newsweek revealed the relation-
ship of two Boston lawyers with the CIA in setting up proprietaries:

Proprietaries have been and will continue to be an important
tool to achieve selected operational objectives. Their use, how-~
ever, has been drastically cut back, more because of changes
in the international scene and in operational priorities, than
as a result of embarrassing exposures.®

As has been the case with nearly all other proprietaries, not
everyone within the Agency has been satisfied with the existing mech-
-anisms of the security project. There has been constant review, criti-
cism, and internal restraint due to a fear and suspicion that entities
which are “out there” may not readily respond to the leash. For exam-
ple, in June of 1964, the Chief of the Operational Support Division
wrote to the Deputy Director of Security (Investigations and Oper-
ational Support) concerning project policy and procedures. In terms
of operational objectives, he noted that they had ‘“created an opera-
tional support entity of dubious capability and with ill-defined ob-
jectives or purpose.” He suggested that they “look this ugly duckling
in the face” and see if it could be terminated gracefully or “see if we
can nurture it into a productive and responsible bird of acceptable
countenance.” 1

The Chief of the Operations Division wrote that he “received the
definite impression that there may be some grev area with regard to the
internal channels of command and administrative direction.” He
noted that there was confusion resulting from lack of a clear-cut dis-
tinction “at just what level policy matters may be decided . . ..” Man-
agement procedures for the project were such that “under the current

8 He was, in fact, a legitimate tradesman.

°® Newsweek, 5/19/75, pp. 25-28.

2 Memorandum from Chief, Operational Support Division to Deputy Director of
Security, 6/64.

In many cases these concerns dealt with the inability of the entity to provide
adequate cover for itself in order to more adequately fulfill its role. In one in-
stance, the physical backstopping of this project was inadequate. After this was
rectified, one official noted :

“It ig felt that this step has strengthened the [Corporation’s] cover, [in two
East coast cities] so that now the company would withstand any inquiries, ex-
cept that of an official Government investigation.”
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status everyone may take credit but no one could be blamed.” With
regard to operational capability he noted :

Quite candidly, I am somewhat concerned about the opera-
tional capability of [the] Project. It seems, as a result of its
Topsy-like growth, to be oriented toward the military and
the building trades. Quite candidly, it is felt that the base
must be broadened. Further, I am far from convinced that we
have yet developed anywhere near the professional status
necessary to “sell” this Project as one having unique opera-
tional capabilities sufficient to justify its existence. In other
words, I am not impressed with the capability as it now exists
nor am I sure that we can sell this product and then be assured
that it can perform in a satisfactory manner.!

His comments concerning the attitude of Agency personnel were not
unique to this proprietary. They are included here to illustrate the spe-
cial problems posed by these entities. His remarks also show the dan-
gers inherent in some areas of this activity.

It would seem that this Agency, particularly operating com-
- ponents, are insistent upon pursuing an “ostrich policy” when
it comes to their operational security procedures. I have per-
sonally witnessed almost hysterical reactions to criticisms as
well as total rejections of practical sugeestions with regard to
operational security procedures. Now it seems to me that we
are going about this in a verv awkward and embarrassing
manner. WE ARE, IN EFFECT, ALLOWING THE
WRITERS OF SENSATIONAL BOOKS SUCH AS
THE “INVISIBLE GOVERNMENT” TO PROVIDE
THE NECESSARY INFORMATION AND PRES-
SURE ON TOP AGENCY MANAGEMENT TO COR-
RECT GLARING AND STUPID COURSES OF
ACTION BEING PURSUED AT THE WORKING
LEVEL. I have been the object of considerable personal ridi-
cule due to my stand in opposition to the unrealistic cover and
operational security procedures as they relate to certain
aspects of [CIA Operational Base] for example. IF we had
the authority and capability to have made an objective probe
of this sensitive activity we may have been able to have sur-
faced these obviously ridiculous procedures in such a manner
that corrective action would have been taken. Now is the time
to present the case in light of the abiding fear of publicity cur-
rently permeating the Agency. I recommend that we go after
the authority to make independent (unilateral) probes and/or
probes requested and known only at the very highest levels of
the Agency with the results discreetly channeled where they
will do the most good. There necessarily follows the unpleas-
ant subject of money. As distasteful as it may be, it is no good
to have the authority without a sufficiently large confidential

* Ibid.
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fund set aside and earmarked for independently initiated
activities.’? [Emphasis in the original ] )

He emphasized that if the Agency did not take the above ku‘l‘d of
action to monitor its “image” at the operational level, it would “con-
tinue to be plagued with the unsolicited and uncontrolled critique
through the newspapers, periodicals and books.” He critically con-
cluded:

Further, I'challenge anyone to deny that such exposes to date
are largely true and usually the result of our own “ostrich
policy” and refusal to face the fact that we have operated in
some relatively amateurish manners over the years.’s

Such concerns have extended beyond these operational levels to
general issues of propriety and legality. As noted earlier, the so-
called “Anti-Pinkerton Act” prohibited the Office’s continued con-
tractual relationship' with private companies or their employees for
purposes of conducting investigations or providing cover. The Gen-
eral Counsel responded as follows: '

I am aware that in fulfilling the responsibilities placed
upon your office in support of the Agency’s mission, many
investigations must be conducted without revealing Govern-
ment interest. Absent the relationships you question, you
could not discharge your responsibilities. It is this inability
to accomplish your tasks which causes recourse to the Agen-
cy’s rather broad statutory authority to expend funds as
contained in Section 8 of the CIA Act of 1949, as amended.
This authority provides '

(a) Notwithstanding any other provision of law, sums
made available to the Agency by appropriation or other-
wise may be expended for purposes necessary to carry out its
functions, including—

(1Y personal services, including personal services without
regard to limitations on types of persons to be employed, . . .

(b) The sums made available to the Agency may be ex-
pended without regard to the provisions of law and regu-
lations relating to the expenditure of Government funds;
and for objects of a confidential, extraordinary, or emer-
gency nature, such exnenditures to be accounted for solely on
the certificate of the Director and every such certificate shall
be deemed a sufficient voucher for the amount therein certified.

It is my opinion that this authority permits the Agency to
continue the two practices as set out above without fear of
violation of the Anti-Pinkerton Statute.?®*

He closed, however, with the following admonitions:

There are, of course, other dimensions of the question you
raise. As a matter of policy I believe the practices should be
reviewed at the highest levels within the Agency and, per-

2 I'bid.
2 Ibid.

 Memorandum from General Counsel to Director of Security, 6/64.
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haps, cleared with the Agency’s oversight committees. In
addition, if one of these relationships became public, it must
be recognized that there will be allegations that the law has
been violated. On balance, it is my view that these considera-
tions are not so significant as to warrant a termination of the
two practices with the three companies. It is suggested, how-
ever, that any subsequent projected association with a detec-
tive company or private Investigative company -beyond the
three present companies be reviewed with this Office prior to
its initiation.'
The Insurance Complex
This proprietary is a complex of insurance companies, most of
which are located abroad, operated by the Agency to provide the fol-
lowing services:

(i) Handling of risks ostensibly covered under commerci-
ally issued policies;

(ii) extending term life insurance, annuities, trusts and
workmen’s compensation to Agency employees who are not
entitled to United States Government benefits;

(iii) handling escrow accounts for agents; and,

(iv) limited operational support and investment activi-
ties.'s

Origin—Prompted by the Bay of Pigs losses, the complex was
created in 1962 to provide death and d«isa%islity benefits to agents and
beneficiaries when security considerations preclude attribution to the
United States Government. Lawrence Houston, retired General Coun-
sel of the Agency, testified that his office established the insurance-
investment complex, because his staff was responsible for all problems
related to the death or disability of employees during the course of
their Agency work. These problems were all handled in what Houston
called a very “sketchy way” which he felt was undesirable from all
points of view. When the Agency went into air proprietaries on a large
scale, additional risks arose which simply could not be underwritten
commercially.

So somewhere in the late 1950s or around 1960, I think I was
the one that posed that we might organize our own insurance
entities.

A single event served as the catalyst for the establishment of the
complex. Houston recalled in latter testimony that

the event that brought it into focus was the death of four
airmen in the Bay of Pigs. These men were not supposed
to have engaged 1n the fighting and were training on the
mainland, but when the Cubans were either exhausted or
unable to fly anymore, they pitched in, went over the beach,
and were shot down. )

" Ibid.

5 mserow accounts are established when an agent cannot receive his full pay-
ment from the CIA withont attracting suspicion. The funds not paid to the agent
go into escrow accounts and are invested under the complex.

* T.awrence Houston testimony, 1/15/76, p. 61.
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We heard of this for the first time the next morning and
Allen Dulles called me over and said, you’ll have to make
some provision for the families of those four fliers . . . .

Through [an ad hoc] mechanism we paid benefits to the
family for a considerable length of time until we were able
to turn it over to the Bureau of Employees Compensation.

This was a very makeshift arrangement, and so based on
that T came to the conclusion that we needed a much more
formal and flexible instrument. And so after long considera-
tion within the Agency we acquired the first two insurance
entities which had been in being before and then we flushed
them out a little bit.1”

Thus, the formation of this entity represented the “culmination of
experience” in this support area, according to Houston. Although
the complex originally operated under the Domestic Operations Divi-
sion, a special board of directors later assumed control of the pro-
prietaries and their investments. In July 1973 control of the complex
was transferred to the Commercial and Cover Staff.

The Current Status—All of the clients of the project are Agency
employees.” The complex was originally capitalized in 1962 with $4
million. Most of the assets are held outside the United States and the
companies do not write insurance in the United States. Each of the
United States companies pays little tax and is audited by a proprietary
firm. This method of self-insurance enables the Agency to funnel money
where needed in any of its project categories. Currently, 60 percent of
the investments are in long-term interest bearing securities abroad, 20
percent in off-shore time deposits in United States banks, and the bal-
ance is in common stocks, debentures and commercial paper of various
types. In the past twelve years the sale of stocks has resulted in profits
in excess of $500,000 accruing to the CIA. The combined total assets
of the complex are 1n excess of $30 million, including its retained net
earnings of approximately $9 million.

In 1970 the Inspector General examined the insurance complex. His
report raised questions about briefing congressional oversight sub-
committees which indicate that Congress had never been informed of
the existence or extent of the insurance complex which had grown to
an organization with assets of $30 million without oversight, knowl-
edge, or approval. While annual audits of the complex were conducted,
there was no annual allotment and no annual operational review
within the CIA, because the insurance activity was no longer a true
project after its removal from the Domestic Operations Division.

¥ Houston, 1/27/76, p. 8. .

= The complex itself is only for covert non-staff officers of the CIA. In essence,
it only works for what would broadly be described as ‘“‘agents”, those not en-
titled to participate in the CIA retirement plan or in the Civil Service Retire-
ment Plan. They are primarily foreigners, and usually work for DDO. In the
case of most agents, the CIA contributes 7 percent and the agent contributes 7
percent, in keeping with CIA practice for regular employees. In cases where
the agent is well along in years and contributions from the Agency and the
agent would not provide enough funds to capitalize an annuity, the Agency pro-
vides the initial capitalization ; however, such an arrangement must be approved
by the DDO.
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. Houston indicated that the complex had been operating “for some
time” before

we told our committees any detail. I think it was men-
tioned as a problem that we had to make arrangements to
cope with insurance problems fairly early on. But the fact
that it was a business and a business of this substance was
not done for some time. My recollection is there was not delib-
erate avoidance; we just didn’t get to it.1®

With regard to buying and selling securities, the Committee sought
to discover whether the CIA has any method of preventing personal
profit-taking by Intelligence Directorate analysts who have access of
clandestinely collected economic intelligence. The CTA has indicated
that such an analyst would be in the same conflict of interest posi-
tion as a staff member of the Securities and Exchange Commission,
Department of Agriculture, or any other Government agency for mis-
use of conﬁde.ntia? material. Moreover, financial reporting requirements
are imposed upon CIA employees.

Similarly, the Committee attempted to determine whether financial
transactions were made by the complex to influence foreign stock mar-
kets or currencies. The 1970 review by the Inspector General found no
evidence of such influence. Neither did the Committee. All witnesses
and documentary evidence indicated that the complex was never so
used. Indeed, all agreed that the amounts involved in the fund were in-
sufficient to destabilize any currency or market, even if such an effort
had been made.

The complex was subject to an audit in 1974 which concluded that
it “continued to be administered in an efficient and effective manner,
and in compliance with applicable Agency regulations and direc-
tives.” Prior audit reports had commented on the need for a revised
administrative plan. In accordance with earlier reports, the 1974 audit
noted, a “new plan was approved in March 1975.” In addition,
“minor administrative and financial problems surfaced during
the audit were discussed with [project] officials and resolved.” The
audit noted that total income for that year (from interest, premiums,
gain or loss on sale of securities, dividends, rentals, professional fees,
gain on foreign exchange, gain on sale of property and from miscel-
laneous transactions) was in excess of $4 million. The total expenses
for that year (allocation of premium income to reserve for claims,
interest, salaries, rent, accounting fees, taxes, loss on property write-
off, legal and other fees, communications, depreciation and amortiza-
tion, travel, equipment rent, real estate expenses, pensions, due and
subscriptions, directors fees, entertainment and miscellaneous) were
nearly $2.5 million. These combined for a net income in excess -of
$1.5 million.®

The current Chief of the Cover and Commercial Staff has focused
on the insurance-investment project in a number of interviews with
both the Rockefeller Commission and the Committee. He has sug-
gested that the real question for the complex is what its role and shape
should be after the termination of many of the Agency’s proprie-

*® Houston. 1/15/76. p. 81.
™ 1974 Audit of Insurance Complex.

207-932 O - 76 - 15
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taries. With their liquidation, he believes a reorganization and re-
definition of the insurance-investment complex is needed.

_As to the issue of a safeguard against misuse of project funds or
“insider” information by the Agency, the Chief of CCS has told the
Committee that the guarantees against such abuse are (1) com-
partmentation; (2) the integrity of the Chief of CCS; and (3) dis-
play of portfolios to appropriate congressional committees.*

Houston agreed with the three safeguards outlined by the CCS
Chief. However, he added a fourth :

When we were investing in stock, I would have the list of
stock, the portfolio, reviewed by our contract people, and if I
found we had any contract relationship with any of the com-
panies involved, we’d either refuse to—Well, a couple of times
our investment advisor recommended a stock which I knew
we had big contracts with, and I told the board no, this in-
volves a conflict of interest. We won’t touch it. And if we had
anything from the Agency contract office that indicated a
g'eLationship, we would either sell the stock or wouldn’t buy
it.

Houston believes that the complex should continue in some form
and that the current method, while not perfect, is the best that can
be devised. The problem is that the generation of funds for these
companies must be demonstrably legitimate and nongovernmental if
beneficiaries are to be protected; i.e., the absence of investment by an
insurance corporation could well indicate to outsiders that its funding
is actually coming from the Federal Government.

Beyond “Doing Business”: Peak- Non-Government Security
Investments by Proprietaries Active as of Dec. 31, 1974.—The insur-
ance and pension complex has sizable investments in both domestic
and foreign securities markets, Its portfolio runs the gamut of notes,
bonds, debentures, etc. But other proprietaries have also used this
investment route as a method of increasing capital and insuring ade-
quate cover.

For example, a domestic corporation purchases general merchandise
in a manner which cannot be traced to the United States Government.
Tt provides covert procurement for the CIA Office of Logistics.

While this corporation has no outside commercial business and only
five employees, as of December 31, 1974, it had invested over $100,000
in time deposits. A second domestic corporation purchases arms, am-
munition, and police-related equipment for the Office of Logistics. This
company has no employees and 1s managed by Headquarters officials
under alias. As of December 31, 1974, this corporation had invested
more than $30,000 in a certificate of deposit.

A travel service proprietary was recently sold to an. Agency em-
ployee at the time of his retirement. This employee had ostensibly
owned the firm, but had in fact managed it for the Agency. As of

* Chief, CCS, 1/27/76, pp. 15-16.

2 Houston, 1/15/76, p. 80.

The current charter for the insurance complex and the administrative plan
forbid further acquisition of U.S. stocks and require the divesture of American
equity investments in the immediate future.
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December 31, 1974, this corporation had invested more than $30,000
in a certificate of deposit.?® An investment proprietary, which was later
dissolved, had invested about $100,000 in Mexico as of March 31, 1973.
A Delaware corporation, which has provided secure air support for
Agency employees and classified pouches between Headquarters and
other Agency facilities in the United States, has nearly $150,000 in-
vested in a certificate of deposit.

A former youth activity proprietary, in which the Agency no
longer retains an interest, had approximately $50,000 invested in time
deposits as of March 31, 1972. Another proprietary is part of a com-
plex managed by the Cover and Commercial Staff which provides
operational support for foreign operations. It is a Delaware cor-
poration used to collect proceeds from the sale of Agency proprietary
entities and to refund such proceeds to the Agency. Its total assets
were nearly three-quarters of a million dollars and its total stock-
holders equity was in excess of $15,000 as of December 31, 1973. It
has no employees. As of December 31, 1974, it had invested almost
half a million dollars in a convertible snbordinated debenture from
the sale of a company and almost $50,000 in notes receivable.

Another company in this complex ic a foreign company which has
been used as an investment vehicle for funds earmarked for new com-
mercial operations requiring Agency investments. This investment
project has been terminated and all funds were returned to the Agency.
The company has no employees. As of December 31, 1973, it had in-
- vested nearly a quarter of a million dollars in a Security Note of a
private domesti¢ corporation. .

A proprietary which was part of the air support complex had in-
vested over $200,000 in a certificate of deposit as of December 31, 1974.
This entity was later sold. Another is part of the management and
accounting complex. As of December 31, 1974, it had nearly half a
million dollars invested in time deposits.

The Air Proprietaries

History—Lawrence R. Houston. fomrer CIA General Counsel,
was involved in the establishment of the first set of Agency proprie-
taries, and has concluded that they should be a mechanism of last
resort. Houston maintains that the Agency learned this “the hard
way and almost all of the lessons involved probably came out one way
or the other in connection with a major aviation proprietary in the
Far East. Others had their own special problems, but I think the Air
America complex had pretty near everything.” **

The Agency acquired Air America in 1949 ostensibly to deny the
assets of this company to the Communist Chirece. The CIA first ar-
ranged cash advances to the company in 1949. These advances were
eventually credited to the Agency’s purchase of the corporation. At
that time, Houston described the airline as follows:

This normal aviation organization, this would have no mean-
ing at all, was completely at all, it would have no standing

2 The Agency today uses this firm for the purchase of airline tickets for travel
in support of sensitive projects. It is estimated by the Agency that CIA business
represents about 30 percent of the gross airline ticket sales of the entity on an
annual basis. )

% Houston, 1/15/76, p. 5.
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in international law, aviation rights, or any of that. But it
worked for what they wanted, which was to take supplies up-
country into inland China and then to bring back whatever
cargo they could get commercially : tallow, hides, bristles, all
that sort of trade, and then they traded that off for their own
account. And for awhile the operation was fairly successful,
the C—47’s and C—46%s.%

To finance this activity the lawyer for the airline organized a com-
pany, Civil Air Transport, which was funded by a Panamanian cor-
poration. The two owners of Air America approached the Agency in
connection with a foreign operation in the spring of 1959, and in-
dicated that unless they received financial assistance, the airline would
go out of business,

A series of meetings were held subsequently in which it was deter-
mined that the Agency needed to contract for air transport in some of
Its operations, particularly those involving arms and ammunition.

And so we entered into an arrangement, I think in about Sep-
tember of 1949 whereby we would advance them, the figure of
$750,000 sticks in my mind, against which we could draw for
actual use of the planes at an agreed on rate. . .. And we did
draw down, I think, all the flying time and expended the
$750,000 between September and about January, at which
time we suspended any further payments or draw-downs.
I think the money was exhausted.?

The owners came to Washington in early 1950 for a series of discus-
sions with the CTA. As a result of these negotiations, the Agency agreed
to advance more funds, and received an option to purchase the assets
of Civil Air Transport. Any unused portion of the advances was to
be credited toward the purchase price. Air America operated under
this arrangement until the owners “came in in the summer of 1950
and said again they were in desperate straits for funds.”?’ An-
other series of meetings was held at the Agency in which it was con-
cluded that the operations in the Far East would have a continuing
need for secure airlift. There was also a general estimate that the loss
of this airlift to the Chinese Communists would substantially assist
them. Thus “the Agency then made the decision that they would ex-
ercise the option given there was no objection otherwise.” 28

The Agency felt that it was necessary to obtain approval from the
Department of State, so the head of the CIA’s Office of Policy Coordi-
nation (who was responsible for conduct of covert actions) and Mr.
Houston visited the Assistant Secretary of State for the Far East :

He and I went to see [the Assistant Secretary] and explained
the situation. And [he] reminded us that it was basic U.S.
policy not to get the government in competition with U.S.
private industry. But under the particular circumstances, in
particular as there was really no U.S. private industry in-

= Ibid., p. 6.
® Ibid., pp. 7-8.
7 Ibid., p. 8.
2 Ibid., p. 9.
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volved in the area. and they agreed it was important to deny
the assets to the Red Chinese. State would go along on the
understanding that we would divest ourselves of the private
enterprise as soon as such a divestment was feasible, and
all of the circumstances that might obtain.?

The divestiture of these air proprietaries was not initiated until
1975, and some of the entities have not yet been fully divested. Mr.
Houston noted, however, that :

We did. not disregard that guidance because after very con-
siderable use of this asset during the early ’50’s, there was a
question of whether to continue it, and the matter was taken
up in the National Security Council. And Allen Dulles, as
Director, proposed that we continue the ownership and con-
trol of the assets of Air America, as it then was known includ-
ing the subsidy as needed. And there was a subsidy at that
time. . . . It was about $1,200,000 per year.*

The National Security Council considered whether this asset should
be retained in 1956 and, on Dulles’ recommendation, decided to con-
tinue the subsidy to Air America.

The air proprietary’s business consisted almost entirely of Agency
cargo carriage under contracts earrying military designations. The.
company was not organized, according to Houston, to fly common
carriage and had no status in the international air business. The evi-
dence indicates that during the early 1950s, there were two internal
struggles: one was where control should lie in the Agency, and the
othe; was what policies should apply to the operation-of the company
itself:

The struggle within the Agency ranged all the way from
sort of quiet management discussions as to what was good
management, to sometimes rather vociferous arguments of
who's in charge here. And the operators always said, “Well,
we need to call the shots because it’s our operation. . . . And
this is what we were running into all the time, of red hot
operators opposed to what we would consider good man-
agement.® '

The air proprietary was managed by elements of the Office of Policy
Coordination. From the very outset there were problems in this man-
agement structure. One such example is the acquisition of Air Amer-
ica in Aucust 1950. Houston was participating in the negotiations at
the invitation of the Head of the Office of Policy Coordination.

OPC was a curious organization, determined as being
attached to the Agency for quarters and rationing with policy

® Ibid., pp. 9-10.

® Ihid., p. 10.

Houston indicated that there had been a subsidy running to the entities since
1949. “$1.2 million represented about the maximum subsidy given until, T believe,
about 1958 was the turning point, and from 1958 on, there was no subsidy as such
that went into it.” The reason for that, of course, was that the air complex had
become “money-making.”

= Ibid., pp. 12-18.
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guidance from State, which was an impossible situation.
Very nice fellows were doing the negotiating with
[OPC] ... quite unknown to me, when they made the agree-
ment to purchase carrying out the option, they gave the
vendors the right to repurchase at any time within two years.
And I thought this was really inconsistent with our whole
position. And during the next two years they negotiated
out that repurchase agreement and in its place substituted
an agreement to give them a first refusal, if we were to dispose
of the airline. That first refusal plagued us for years. They
used to make all sorts of extraordinary claims under it and 1t
was never exercised and eventually it was sort of forgotten
when [the owners] died. It ran to them personally, whether
it ran to them and two others personally, and they all are dead
now. But this shows a part of the learning curve, which was
the thing we were going through.:

In the summer of 1954, Houston and a consultant traveled to the Far
East to observe the operation. The consultant went “specifically to
look at the organization of the airline.” At the time of the airline’s
purchase, the Agency had formed a Delaware corporation to buy it.
The corporate counsel and the consultant were both very concerned
about the technical organization, or lack of it, in the operation. Accord-
ing to Houston, they demonstrated :

to my satisfaction that it was an absolute situation and that
no one out there had the slightest understanding of the
problem or what they were up against, or wanted to do any-
thing about it [in terms of airline management].*®

Following this review, a new organization, designed to be more
responsive to the Operations Directorate, was created.

Pacific Corporation held title to 40 percent of the equity in Air
America, while the remainder was ostensibly owned by Chinese, who
gave deeds of trust to the Agency for their shares. For purposes of
international law this overt arrangement demonstrated that the com-
pany was majority-owned and controlled by Chinese.

Air America originally had several DC—4’s and began modest opera-
tions between Hong Kong, Taipei and Tokyo. The corporation soon
acquired DC-6’s, and it was at this time that, the question of competi-
tion with private corporations first arose. Northwest Orient Airlines
was then flying to Tokyo, Seoul, and Manila. A Northwest executive
had noted the Agency’s interest in this area when he was Chairman of
the Civil Aeronautics Board in the late 1940s and early 1950s. Houston
told the Committee :

He became head of Northwest, a very tight manager, a very
éapable fellow, and he used to complain that we were inter-
ferring, we were taking passengers off his airline, and we
would go to him and say, we have to keep the airline in this
business because the Chinese say they need an international
airline. They’re not ready to start their own yet. And it is

= Ibid., pp 13-14.
B Ibid., p. 17. '
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necessary to its overall cover status as a going commercial
concern.®*

By 1959 the executive had decided to ask the Civil Aeronautics
Board for a decision. A meeting was held with the entire Board, where
the executive maintained “that he was a private industry, he should
not be interferred with by government competition.” 3 The Agency
explained its situation, the need for cover, and their efforts to restrict
carriage to the minimum necessary to retain their cover.

And it ended up by one of the members of the Board turning
to [the executive] and saying, “You ought to be glad that
you don’t have a really good, reliable competitor in there.”
He said, “If you were being competed with by private busi-
ness, you’d have real headaches. You ought to be real glad
that it’s not worse than it is.” 3

In these proceedings, Houston conceded that some passengers were
traveling on CIA aircraft rather than Northwest planes, but main-
tained that the impact was minimal and unavoidable. The CAB par-
ticipated in discussions with both the Agency and Northwest. After
hearing both sides, the CAB “came down on the side of the Agency
after making a reasoned judgment.” 27

By 1960 the airline’s international commercial business was not mak-
ing money. Maintenance work in Taiwan, however, was “normally a
money-maker, and this was [contracted] primarily, although not
exclusively, with the U.S. Air Force.” %

There were management problems in the maintenance operation,
which originally stemmed from the fact that field personnel were not
particularly astute in setting costs for their contracts. Houston cited
one instance when the Acency consultant replaced a corporation comp-
troller who was very able, but “had his own ideas of bookkeeping and
controls.” The consultant insisted that the corporation implement
bookkeeping practices and controls consistent with CAB and FAA
regulations. The military maintenance contracts were constantly
audited by on-site teams.*®

In the early 1960s, the CIA received an exemption from the Con-
tract Renegotiation Board on the grounds that renegotiation personnel
might recognize that Air America was not a commercial operation
and discover that the CIA was involved. The Agency went to the head
of the Contract Renegotiation Board with a letter from the Depart-
ment of Defense requesting an exemption on what it considered “per-
fectly legitimate grounds.” *° There was indeed a basis for exemption
under the Renegotiation Act as the business was conducted entirely
overseas, and the exemption was granted. The Agency was concerned
that it had made a type of profit (over 40 percent on the Air Force
maintenance contracts), which may well have been the subject of rene-

* Ibid.. p. 21.

® I'bid., p. 22.

* I'bid. pp. 22-28.
T Ibid., p. 24.

* I'bid., p. 25.

® Ibid., p. 26.

“ Ibid.
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gotiation, had it not been subject to the exemption. “So the question
was what to do about it. And finally, we made a voluntary repayment
against part of the profit on that contract to the Air Force.” 4

As noted previously, the commercial airline aspect of the operation
operated mostly at a loss. While there were periods when Air America
cargo carriers were very busy on CIA contracts, the Korean War,
Diem Bien Phu, and other paramilitary operations; there were also
periods between these activities when there was nothing for the air-
lines to do. During these periods of inactivity, the airline was still
saddled with expenses such as crews’ salaries and the maintenance of
grounded aircraft. To alleviate this problem,

- we finally organized the stand-by contract, which was an
apparent military entity on Okinawa. It was our entity, but
it had a military designation. I can’t remember the name for
it. And that entity contracted with Air America for so many
hours of cargo stand-by to be available any time on call, and
that they would pay so much for that capability being main-
tained . . . so that is how we kept the subsidy going to main-
tain them during periods when there was not profitable
flying.*

Another area of concern was the proprietary’s relationship with the
Internal Revenue Service. From the outset, the company’s manage-
ment was informed that they would be required to pay appropriate
taxes. While there were the usual arguments about whether certain
items were appropriate for taxation and whether certain deductions
should have been granted, the relationship maintained with the IRS
was basically a normal one. : ’

Houston recalled that in the mid-1950s Air America received notice
of an upcoming audit by the IRS. Company officials came to the
Agency and indicated that this might pose a security problem. The
CIA went to the Commissioner of the Internal Revenue Service and
indicated that they wished to have the audit conducted by an IRS
team on an unwitting basis to see what they could learn. “We thought
it would be a good test of the security of our arrangements.” 4 Later,
the TRS personnel would be notified that they had begun to audit an
Agency proprietary, and the audit would be discontinued :

They put a very bright young fellow on and he went into
it. Thev came up with discrepancies and things that would
be settled in the normal tax argument, corporate-IRS argu-
ment, and all of these were worked eventually, and then we
went to this fellow and said, “Now, this was owned and
backed by the CIA, the U.S. Government. What was your
guess as to what was happening 2”

And he said, “Well, T knew there was something there. and
I thought, what a wonderful asset it would be for the Rus-
sians to have. but I came to the conclusion that it was Rocke-
feller money.” #

a4 Ihid., p. 217.
2 Ibid., p. 29.
“Ibid., p. 30.
“ Ibid.
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As the operations of Air America developed, problems arose in-
volving large cargo carriers. In the early days of its operation the
airline used C-54’s, which had an extremely limited range, but were
able to perform under demanding circumstances. Discussions pro-
ceeded during that period about modernizing the equipment and the
Agency, through Air America, bought DC-6AB’s. These aircraft were
a conversion of the DC-6 with large cargo doors installed. Air
America did not maintain any jet equipment at that point.

In the early 1950’s Air America became deeply involved in a mili-
tary Air Transport System. This system was originally known as
MATS, and later as MAC.

They got MATS contracts, and Air America got these, and
these were very good to keep a constant utilization at a good
rate, the MATS rates were usually good, because the policy
was not to do competitive bidding for the lowest bidder be-
cause then you got the poorest service, but give good rates to
the carriers, and then require the carrier belong to the Civil
Reserve Air Fleet.*®

In 1956 MATS changed its policy and required that bidders on their
contracts be certified. Because Air America could not become certif-
icated, the Agency decided to purchase Southern Air Transport.
While this corporation was technically a separate entity, not involved
with Air America, it was actually an integral part of the complex
from a management perspective, All management decisions for South-
ern Air Transport were made by the same CIA consultant and ad-
visory team that established Air America policy.

Eventually, MAC decided to require that bidders not only be certif-
icated, but that they also have equipment qualified for the Civil
Reserve Air Fleet, i.e., jet aircraft. As a result, the Agency acquired
Boeine 727’s and convinced Boeing to modify the 727 by enlarging the
ventral exit, enhancing its airdrop capability.

So the theory was that the 727’s would be used on MAC con-
tracts to be available on an overriding basis if needed for
major national security operation. Thev were uced. usu-
allv when thev had spare time. To my recollection, they were
only called off once, off the actual contract time, and this was
for a possible use which didn’t 2o through. But the White
House asked if we had the capabilitv to move something from
here to there, I think from the Philippines to somewhere
in Southeast Asia. I don’t recall, and so thev sent word to
manacement that thev wanted a nlane available at the earliest
onnortunity at Clark Field. Thev nulled one of them off the
MAC contract and had it available. I think readv to go, in
twelve hours. all set for the operation. And the operation
was never called. But it showed what the canability was. And
what thev had to do was get substitute service for the MAC
contract.*®

l_)ug'ing the late 1960s several Chinese airlines began operations on
a limited scale. With the establishment of these indigenous airlines

4 rhid., 38.
“ Itid., p. 39.
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flying Far East routes, the CIA considered reducing its international
carriage work. The Agency decided to retain the MAC contracts be-
cause they did not compete with the native enterprises, but plans to
reduce Air America’s international common carriage were initiated.

Another CIA proprietary, Civil Air Transport Company, Ltd.,
which had been organized in 1954, had been the first Agency entity
to engage in common carriage. Later, Air America did the American
contracting, followed by Southern Air Transport which also per-
formed MAC and MATS contracts with planes leased from Air
America.¥ :
lrlHoust;on noted that in the late 1960s an internal decision was made
that: )

. . . We probably couldn’t justify this major airlift with the
big jets, and so we started getting rid of them. See, they had
no utilization to speak of down in Southeast Asia. A couple
of supply flights went into [another area] and I think we used
prop planes for that, to my recollection.*’

So the Agency began to phase out the 727s, which contributed to the
decision to divest itself of Southern Air Transport and Air America.

Internal management was streamlined in 1963 by the establishment
of an executive committee consisting of the boards of directors of the
Pacific Company, Air America and Air Asia. The overt board of
directors in New York City passed a resolution organizing an overt
executive committee, which consisted of the CIA consultant and
two other directors. Covertly, the Agency added its own representa-
tives to this committee, which allowed representatives of manage-
ment, Agency and the operators to meet, consider policies, and give
guidance to the company. Houston indicated that this mechanism
was extremely effective in controlling the company:

So I think for the last, oh, fifteen, eighteen years, the pro-
prietary management system was on the whole pretty effec-
tive from the Agency point of view. I think we knew what
was going on. I think we were able to get things up for de-
cisions, and if we couldn’t resolve them at the staff level,
we would take them up to the Director for decisions; quite
different from the early days in the early 50°s that I de-
scribed, and the operators at least made the claim that they
had the right to call the tune.*®

During this period of time Operations Directorate personnel

were getting themselves involved in the acquisition of air-
craft and which were getting awfully damned expensive at
this time, and separate projects were going after some of this
expensive equipment without consideration of what might
be available elsewhere to the Agency by contract or old air-
craft. And so the Director of Central Intelligence set up
EXCOMAIR, of which I was Chairman, and had repre-
sentation from both the operation and management and fi-

“ SAT actually owned one 727 and leased two from Air America.
“* I'bid., p. 42.
4 Ibid., pp. 46-47.
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nance out of the Agency, to try and coordinate the overall
control and acquisition and disposition of aircraft.s®

A February 5, 1963 memorandum entitled “Establishment of Execu-
tive Committee for Air Proprietary Operations,” noted that the com-
mittee was “to provide general policy guidance for the management of
air proprietary projects, and review and final recommendations for
approval of air proprietary proiect actions.” Houston indicated that
this committee, dubbed EXCOMAIR, “was .. .an amorphous
group” which worked on a very informal basis. He indicated that
EXCOMAIR was an effective method of achieving overall coordina-
tion; it was responsible for conducting a thorough inventory of all the
equipment that the Agency had in the aviation field and was generally
able to keep track of who needed what.*

According to Houston, a general shift in thinking at the Agency
occurred between 1968 and 1972 as to the desirability of maintaining
a substantial airlift capability. The records appear to indicate that
Houston convinced the Director in the early 1970s that such a capacity
was no longer necessary to retain. Houston commented on this assess-
ment as follows:

Through what knowledge I had of the utilization of the vari-
ous assets, it seemed to me that utilization, particularly
of large assets, that is, heavy flight equipment, was going
down to the point where there was very little of it. Con-
sequently, we couldn’t forecast a specific requirement. Such
requirements as you could forecast were highly contingent.
But I also remember a couple of times putting the caveat into
the Director that with a changing world and with the com-
plications in the aviation field, once you liquidate it, you could
not rebuild, and so you ought to think very, very carefully
before getting rid of an asset that did have a contingent
, capability.

Allegation of Drug Traficking—Persistent questions have been
raised whether Agency policy has included using proprietaries to
engage in illegal activities or to make profits which could be used to
fund operations. Most notably, these charges included allegations that
the CIA used air proprietaries to engage in drug trafficking. The
Committee investigated this area to determine whether there is any
~ evidence to substantiate these charges. On the basis of its examination,

the Committee has concluded that the CIA air proprietaries did not
participate in illjcit drug trafficking.

As allegations of illegal drug trafficking by Air America personnel
grew in the spring and summer of 1972, the CIA launched a full-
scale inquiry. The Inspector General interviewed a score of officers at
CIA headquarters who had served in Asia and were familiar with the
problems related to drug trafficking. After this initial step, the Office
of the Inspector General dispatched investigators to the field. From
August 24 to September 10, 1972, this group travelled the Far East

© Ibid., p. 51.
® Ibid., p. 52.
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In search of the facts. They first visited Hong Kong, then eleven
Agency facilities in Southeast Asia. During this period they inter-
viewed more than 100 representatives of the CIA, the Department of
State, the Agency for International Development, the Bureau of Nar-
cotics and Dangerous Drugs, the U.S. Customs Service, the Army, Air
America, and a cooperating air transport company.

This inspection culminated in an Inspector General’s report in Sep-
tember 1972, which concluded that there was .

no evidence that the Agency, or any senior officer of the
Agency, has ever sanctioned or supported drug trafficking
as a matter of policy. Also, we found not the slightest suspi-
cion, much less evidence, that any Agency officer, staff or
contract, has ever been involved in the drug business. With
respect to Air America, we found that it has always
forbidden, as a matter of policy, the transportation of contra-
band goods aboard its aircraft. We believe that its Security
Inspection Service, which is used by the cooperating air
transport company as well, is now serving as an added deter-
rent to drug traffickers.s?

But there were aspects of the situation in Southeast Asia which were
cause for concern:

The one area of our activities in Southeast Asia that gives
us some concern has to do with the agents and local officials
with whom we are in contact who have been or may be still
involved in one way or another in the drug business. We are
not referring here to those agents who are run as penetrations
of the narcotics industry for collection of intelligence on the
industry but, rather, to those with whom we are in touch in
our other operations. What to do about these people is a par-
ticularly troublesome problem, in view of its implications
for some of our operations, particularly in Laos.5 8

The Inspector General noted that there was a need for better intelli-
gence not only to support American efforts to suppress drug traffic in
Southeast Asia, but also to provide continuing assurance that Agency
personnel and facilities were not involved in the drug business.

His report began by placing the allegations against the CIA in his-
torical perspective. It allowed that when the United States arrived
in Southeast Asia “opium was as much a part of the agricultural infra-
structure of this area as was rice, one suitable for the hills, the other
for the valleys.” 5¢

The record before the Inspector General clearly established that offi-
cial United States policy deplored the use of opium as a narcotic in
Southeast Asia, but regarded it as a problem for local governments.
It was equally clear that Agency personnel in the area recognized its
dangers to U.S. paramilitary operations and “took steps to discourage

% CTIA Inspector General’s Report, “Investigation of the Drug Situnation in
Southeast Asia,” 9/72, p. 2.

® Ibid., pp. 2-3.

S Ibid., p. 5.
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its use by indigenous paramilitary troops.” * For example, Meo troops
were ejected from various camps when they were caught using the
drug. But, the I. G. noted:

We did not, however, attempt to prevent its use among the
civilian population in those areas where we exercised military
control, believing that such intervention would have been re-
sisted by the tribals with whom we were working and might
have even resulted in their refusal to cooperate.®®

Nor did the Agency interfere with the movement of the opium from
the hills to market in the cities farther south. In this regard, the 1.G.
remarked candidly:

The war has clearly been our overriding priority in Southeast
Asia and all other 1ssues have taken second place in the scherne
of things. It would be foolish to deny this, and we see no
reason to do 0.5

Although it maintained this posture, the CIA was reporting in-
formation on opium trafficking long before any formal requrements
were levied upon it. As far back as the mid-1960s, when CIA case
officers began to get a picture of the opium traffic out of Burma as a
by-product of cross-border operations, they chronicled this informa-
tion in their operational reporting. As more information came to light
in Laos and Thailand, this information began to appear in intelligence
reporting. Indeed, the Agency “had substantial ascets [in two South-
east Asian countries, which] could be specifically directed against this
target when it assumed top priority in 1971.” %

Air America

As early as 1957, Air America’s regulations contained an injunction
against smuggling. This regulation later came to include opium. The
Report indicated that the airline’s effort at this time was concen-
trated on preventing the smuggling of opium out of Laos on its air-
craft. Although still not a crime in Laos, shipment of opium on
international flights was clearly illegal and was grounds for dismissal
0}f1 any pilot or crew member involved. The Inspector General stated
that:

Air America has had a few cases of this kind (all of which
are documented in the files in the Agency) and has, in each
case, taken prompt and decisive action upon their discovery.”

Air America was less able to control drug traffic involving its aircraft
within Laos. Although it had a rule that opium could not be carried
aboard its planes, the only thing that could be done if the rule was
violated was to put the opium and its owner off at the nearest airstrip.

% I'bid., p. 6.

% I'bid.

S I'bid.

The report related a statement of a case officer which typified the CIA position
in the matter during the period 1966-1968. The officer said that he “was under
orders not to get too deeply involved in opium matters since his primary mission
was to get or with the war and not risk souring relations with his indigenous
military counterparts by investigation of opium matters.”

B Ibid, p. 7.

® I'bid.
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Moreover, as a charter carrier, Air America did not have full control
over its traffic. It hauled what its customers put on the aircraft. Air
operations officers, in the case of Agency traffic, were responsible for
authenticating the passengers and cargo they wished to put on the
plane. In some locations, the air operations officers had to rely on
indigenous assistants for much of the actual details of preparing mani-
fests, checking cargo, and supervising the loading of the aircraft. In
areas where active military operations were in progress, this process
could become cursory if not actually chaotic. In such circumstances, the
Inspector General concluded that:

it was hardly fair to blame Air America if opium happened
to get aboard its aircraft. There is no question that it did on
occasion.®® '

With the realization that drug abuse among American troops in
Vietnam was growing -and that Southeast Asian heroin was finding
its way to U.S. markets, the CIA’s early attitude toward the opium
problem began to change. The Agency joined the effort that began in
1971 to halt the flow of opium and heroin from Burma, Laos, and
Thailand, and pursued a vigorous intelligence program against these
targets.

In terms of staff and contract personnel, the Inspector General was
impressed that “to a man, our officers overseas find the drug business
as distasteful as those at headquarters.” 5! Indeed, many of the CIA’s
officers were restive about having to deal with Laotian officials who
were involved in the drug business:

One young officer even let his zeal get the better of his judg-
ment and destroyed a refinery in northwest Laos in 1971 be-
fore the anti-narcotics law was passed, thus risking being
charged with destruction of private property.s2

But, the I.G. reported, CIA officers generally tolerated the opium
problem, regarding it as just another of the frustrations one encoun-
ters in the area. '

From what the Inspector General contingent was able to observe in
the field, “the pilots in the employ of Air America and the cooperating
air transport company merit a clean bill of health.” ¢ While it was
true that narcotics had been found aboard some of their aircraft, in
* almost every case the small quantity involved could only have been
for the personal use of the possessor. The Inspector General felt that

Given the strict anti-contraband regulations under which
these two airlines have been operating for years, it is highly
unlikely that any pilot would knowingly have permitted nar-
cotics or any other contraband aboard his aircraft.®

Although they noted, “if it is a truism to say that they’re in the
business for the money,” the investigators concluded that these pilots

® Ibid, p. 8.
< Ibid. p. 11.
< Ibid.

= Ibid. p. 12.
% Ibid.
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were deeply committed to their job, and that the subject of drugs was
as much an -anathema to them as it is “to any decent, respectable citi-
zen in the United States.”

The Inspector General indicated how one pilot felt about the sub-
ject. He stated :

You get me a contract to defoliate the poppy fields in Burma,
and I'll take off right now and destroy them. I have a friend
whose son is hooked on drugs, and I too have teenage chil-
dren. It scares the hell out of me as much as it does you and
the rest of the people in the States.®

The report also established that the pilots were well paid, averaging
close to $45,000 a year. Almost half of their salary was tax-free. In
this context the I.G. concluded that

Although the temptation for big money offered by drugs can-
not be dismissed out of hand, it helps to know that the pilots
are making good money. Further, an American living in
Vientiane can bank a substantial part of his salary without
much difficulty, and a common topic of conversation among
pilots is how and where to invest their fairly substantial
savings.®’

The milieu in which these pilots found themselves did serve to evoke
images of them as mercenaries or soldiers of fortune. The Inspector
General indicated that a “number of them do like their wine and
women, but on the job they are all business and very much like the
average American.” :

The investigators, however, could not be as sanguine about the
behavior of the numerous other individuals who worked for Air
America and the cooperating air transport company as mechanics or
baggage handlers. The nature of their work allowed these employees
easy access to the airplanes, and created real opportunities for con-
cealing packages of narcotics in the airframes. The records indicated
that there were several instances where employees had been fired be-
cause they were suspected of handling drugs. The Inspector General
advisd that:

Despite. the introduction of tighter security measures, it
would be foolish to assume that there will not be any further
attempts by mechanics and baggage handlers to conceal nar-
cotics on airplanes.® S T

In a startling revelation concerning indigenous officials in Southeast
Asia, the 1.G. bitterly reported that

In recent testimony to Agency officers in Vientiane, Laotian
. officials who had been involved in the drug business stated
that there was no need for drug traffickers to use Air Amer-
ica facilities because they had their own. We certainly found

= Ibid.
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this to be true. In addition to the Royal Lao Air Force
(RLAF), there are several commercial airlines in Laos, in-
cluding Royal Air Lines, Lao Air Development, Air Laos,
and perhaps others, all of which evidently have ties with
high Laotian government officials. It is highly problematical
whether these airlines have a full platter of legitimate busi-
ness,’®

Another factor which had the effect of making Air America a less
desirable target for the drug trafficker was that there were virtually
no regular, pre-arranged flight schedules for the pilots. Ordinarily,
the pilot did not know until he reported for duty which airplane he
would be flying or what his flight schedule would be for the day.

Air America’s Security Inspection Service, which was established
early in 1972, also had five inspection units in Laos. Similar units
were eventually established elsewhere in Southeast Asia. Each unit
consisted of an American chief and three or four indigenous personel.
The baggage of the pilot and all passengers traveling in CIA-owned
aircraft was inspected in the presence of an American official before
anyone was permitted to board. All cargo was inspected unless it had
been exempted under established procedures. The very existence of
the system was considered a deterrent to drug smuggling on Air
America aircraft and did result in several discoveries of drugs among
the baggage of passengers, although only one or two of these involved
quantities of sufficient size to be as commercial.

Agents and Assets

This is one area where the CIA. is particularly vulnerable to criti-
cism. Relationships with indigenous assets and contacts are always
broad. In Laos, clandestine relationships were maintained in every
aspect of the Agency’s operational program—whether paramilitary,
political action, or intelligence collection. These relationships included
people who either were known to be, or were suspected of being, in-
volved in narcotics trafficking. Although these individuals were of con-
siderable importance to the Agency, it had doubts in some instances.
For example, the investigators were troubled by a foreign official who
was alleced to have been involved in one instance of transporting
opium. He was evidently considered “worth the damage that his ex-
posure as an Agency asset would bring, although the Station insists
(a) that he is of value to the Station asan agent of influence [deleted]
and (b) that his complicity in the [deleted] incident has never been
proved.” 7

Among liajson contacts, which in the military arena included vir-
tually every high-ranking Laotian officer, the Inspector General
warned that the Agency was “in a particular dilemma.”

The past involvement of many of these officers in drugs is
well-known, and the continued participation of many is sus-
pected ; yet their goodwill. if not actual cooperation, con-
siderably facilitates the military activities of the Agency-
supported irregulars.’

™ I'bid.
™ I'bid.
™ Ibid, p. 18.
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The Inspector General concluded, that

The fact remains . . . that our continued support to these peo-
ple can be construed by them, and by others who might become
aware of the association, as evidence that the Agency is not as
concerned about ‘the drug problem as other elements of the
U.S. mission in Laos. The Station has recently submitted, at
headquarters’ request, an assessment of the possible adverse
repercussions for the Agency, if its relationship to certain as-
sets were exposed. We think that, on the whole, that assess-
ment was unduly sanguine. We believe the Station should
take a new look at this problem, using somewhat more strin-
gent criteria in assessing the cost-benefit ratio of these rela-
tionships. We realize that it is impossible to lay down any but
the most general kind of rules in judging whether to con-
tinue, or to initiate, a clandestine relationship with Laotians.
Each case has to be decided on its own merits, but within a
framework that attaches appropriate importance to its pos-
sible effect on the U.S. Government’s anti-narcotics efforts in
Laos. It is possible that the Station will need additional

. guidance from headquarters as to current priorities among
our objectives in Laos.™

2. Nonoperating Proprietaries

Nonoperating proprietaries vary in complexity according to their
Agency task. They are generally corporate shells which facilitate for-
eign operations and clearly pose no competitive threat to legitimate
businesses. The most elaborate are legally licensed and established to
conduct bona fide business.

All nonoperating proprietaries do have nominee stockholders,
directors, and officers and are generally directed by one of the Agency’s
proprietary management companies. The company address may be a
Post Office box, a legitimate address provided by a cleared and witting
company official or private individual or the address of a proprietary
management company. The nonoperating proprietaries maintain bank
accounts, generate business correspondence, keep books of account
which can withstand commercial and tax audit, file State end Federal
tax returns, and perform normal business reporting to reguiatory
authorities. They are moderately capitalized, generally at around
$5,000, and their net worth at any one time varies according to the
Agency task they are performing. As of December 31, 1973, more than
60 percent of the combined net worth of these proprietaries was operat-
ing-capital for companies which provide cover to agency personnel.

egally incorporated companies require less elaborate commercial
administration due to the nature of the tasks they perform for the
CIA. This kind of proprietary is directly managed by headquarters
specialists operating in alias. No commercial book or accounts are kept,
a}rlld in the event of a tax audit the Agency has to brief the auditing au-
thority.

Depending on use, administration may be as simple as maintain-
ing bank accounts and filing annual franchise taxes, or as extensive

™ I'bid, p. 19.
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as that required to obtain Employee Identification numbers, to pay
personnel taxes, and to file tax returns. oo

There are also sole-proprietorships, which are proprietaries in the
sense of being Agency-owned and administered. The Agency estab-
lishes and registers these sole-proprietorships. Arrangements are made
to provide an address for these entities. Like the proprietary corpora-
tions administered by Agency Headquarters specialists, these com-
panies provide cover, salaries, and tax attribution for Agency
personnel.

Another type of entity used by the Agency is a proprietary only
in the sense of being Agency-owned and administered. These are
the notional companies which are not legally registered, but have
names and bank accounts controlled by the Agency. The Agency
arranges domiciliary addresses and any queries are referred to the
Agency specialists concerned. These notional entities are used to pro-
vide status and operational cover for Agency personnel involved in
all types of high-risk intelligence operations.

C. OPERATION OF PROPRIETARIES

1. Statutory Authority

The Agency’s statutory authority to spend money for proprietary
corporations 1n support of Agency operations is derived from Section
8(b) of the CIA Act of 1949. This act states:

The sums made available to the Agency may be expended
without regard to the provisions of law and regulations relat-
ing to the expenditure of Government funds; and for objects
of a confidential, extraordinary, or emergency nature, such
expenditures to be accounted for solely on the certificate of
the Director and every such certificate shall be deemed a suf-
ficient voucher for the amount therein certified.’

The language contained in Section 8(b) is adequate authority to
exclude the operation of these proprietary corporations from the law
governing Government corporations in 31 U.S.C. 841 et seq. How-
ever, the CIA General Counsel ruled in 1958 that the CIA should
comply with the principles in that act to the extent possible, and this
has been done. A classified Memorandum of Law by the CIA General
Counsel on the Agency’s authority to acquire and dispose of a
proprietary without regard to provisions of the Federal Property
and Administrative Services Act, outlines the CIA’s position. This
position was upheld by the U.S. District Court in the Southern
District of Florida in dismissing the suit Farmer v. Southern Air
Transport on July 17, 1974 That result was not appealed and
remains the law. ' .

2. Specific Controls

The formation and activities of proprietaries are controlled through
various mechanisms to assure their proper use. These include internal

50 USC 403(b).
 See p. 246.
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Agency regulations which establish the administrative procedures to
be followed in the formation, operation, and liquidation of proprietar-
ies. An Administrative Plan (specifying the operational purpose, ad-
ministrative and management procedures, and cost) and a Liquidation
Plan (specifying details of liquidation and disposition of funds when
liquidation is contemplated) must be coordinated among the effected
C%A components and approved at appropriate management levels.
This regulatory control along with policy memoranda are intended to
assure proper conduct by proprietaries. Each Agency component in-
volved in the operation of a proprietary enterprise is responsible for
compliance. The Chief of the Cover and Commercial Staff, the Direc-
tor of Finance, and the Comptroller are assigned particular responsi-
bilities. . .

The controls and procedures applicable to each operating pro-
prietary specify that a project outline and an administrative plan must
be approved at the Deputy Director level. Routine control and admin-
istration is executed by a project officer at Headquarters. The Agency
conducts semi-annual reviews to determine whether operational needs
still exist, and performs regular audits to assure proper management
and financial accountability. Proprietaries are liquidated as their use-
fulness ends and new ones are formed as needed.

3. Treatment of Profits

The CIA General Counsel ruled in January 1958 that “income of
proprietaries, including profits, need not be considered miscellaneous
receipts to be covered into the Treasury but may be used for proper
corporate or company purposes.” " This subject was reviewed and the
opinion reaffirmed by the General Counsel in July 1965. The policy of
retaining profits has continued, although only a very few Agency pro-
prietaries have ever been profitable. The CIA’s legal basis for retaining
profits for the use of the operating corporate entities is discussed below.

Section 104 of the Government Corporations Control Act provides
that Congress shall enact legislation necessary to make funds or other
financial resources available for expenditure and limit the use thereof
as the Congress may determine. It is further provided that “this sec-
tion shall not be construed as preventing the Government corporations
from carrying out and financing their activities as authorized by
existing law . . .” 7 The legislative history explaining this section
of the act states that “in cases where no other law required a congres-
sional authorization of expenditures, the corporation, if it had means
of financing other than annnal appropriations, could continue to oper-
ate in the absence of any action by Congress on its budget program.” 7
The statute creating a particular Government corporation may provide
specifically how that corporation may use its profits in the conduct of
its business.

The Government Corporations Control Act clearly did not contem-
plate Government corporations of the type that the CIA has estab-
lished. Furthermore, it is not feasible for Agency proprietaries to be
created by act of Congress or overseen precisely as provided for normal

"_'CIA General Counsel Memorandum of Law, 1/6/58.
* 31 U.8.C. 849.
™ Senate Banking and Currency Committee Report 694, 11/2/45.
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Government corporations in the Act. Nevertheless, the Agency has
felt that the appropriate and reasonable policy would be to treat and
control proprietaries in accordance with the terms of the law. The
Agency maintains that there is no need to have more restrictive rules
applied to its corporations in the use of funds, including profits, than
are applied to government corporations under existing statute. Thus,
the Agency considers the use by a proprietary of its earnings to carry
on 1ts corporate affairs without an offset against Agency appropria-
tions to be a legitimate practice which does not constitute an illegal
augmentation of appropriations.

With rare exception, operating proprietaries have not been self-
sustaining from real income. Income, including profits, is retained b
the proprietaries consistent with the usual operating practices of busi-
ness enterprises.

The use of proprietaries’ profits is controlled by annual CIA reviews
and audits of the total capital, investment and profits situations in the
context of operational objectives and cover needs of the corporations.
The CIA maintains that, in effect, the annual project review is based
upon an audit as searching as that required for statutory government
corporations. While this may be technically true, such audits do not
raise broad questions of program duration' and effectiveness.
There is no broad management audit in program terms, but rather only
a financial audit to determine essential security and integrity. More-
over, there have been no outside audits of any kind, especially those to
determine performance and effectiveness. One former CIA employee
intimately involved with this process suggested strongly that these
provisions were inadequate. This needs to be rectified, and the Commit-
tee recommends that such audits be reported to the new legislative over-
sight committee.”

4. Disposition of Funds

Any proprietary with funds in excess of its eurrent or foreseeable
needs is required to return such funds to the Agency. Funds generated
by the liquidation or termination of a proprietary are returned to the
Agency, except in a limited number of situations when they are trans-
ferred to another proprietarv for “similar use.” On the basis of a CIA
General Counsel opinion of February 3, 1975, the Agency has revised
its policy on the treatment of all returns of funds from proprietaries.
All such returns are to be remitted to the United States Treasury as
“Miscellaneous Receipts.” Prior to this change in policy, returns were
treated as refunds of the previously recorded expenses, up to the
amount of such expense for a particular proprietary with any excess
amounts returned to ‘the Treasury as “Miscellaneous Receipts.” 8°

D. TrE Di1srosaLl oF PROPRIETARIES
1. Overview

The Agency has emphasized the degree to which the extensive pro-
prietary system it has maintained in the past has been disposed of in
recent years. According to the current Chief of the Cover and Com-

™ See Recommendation 50.
® See Recommendation 52.
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mercial Staff, at least as far as large proprietaries are concerned,
“because of multitudinous reasons they will be viewed as the solution
of last resort.®* Size was a problem and made it “inevitable that cover
would not last.” Moreover, there simply is not a need, according to the
Agency, for the kind of capabilities supplied by an Air America either
now or in the foreseeable future. In this regard, the Agency has also
indicated that no “real proprietaries” are in planning becau‘se there
are no such operational requirements before the Cover and Commer-
cial Staff. ' .

The Committee has learned from its study that the Agency retains
the capability “in being” to create large proprietaries.** More-
over, numerous “shelf” corporations are kept available to provide
cover. These entities are generally of the notional variety which do
not compete with legitimate enterprises. Nonetheless, the Agency has
emphasized the need to maintain this general vehicle for at least one
purpose: to retain assets. Notionals are a very effective cover mecha-
nism when they are small, and can be very effective in securely pro-
viding various support items. In addition, the Chief of the Cover and
Commercial Staff told the Committee that, in order to carry out opera-
tional functions, the CIA needs a variety of tools:

We need a variety of mechanisms. We need a variety of
cooperating personnel and organizations in the private
sector.

Proprietaries, in the largest sense as we have used it
throughout these investigations, are part of this arsenal of
tools that the Agency must have in order to fulfill its job.
I said earlier on this morning that on the basis of our ex-
perience with proprietaries we have come to the conclusion
that wherever possible we try to use other means of pro-
viding cover and hiding the CIA hand than proprietaries.
But where there is no other way, or where it is the best way
in order to achieve the operational objective, we have used
proprietaries in the past and we propose to continue to use
proprietaries. So we are not getting out of the proprietary

8 Chief, CCS, 1/27/76, vp. 15-16.

The Deputy Director of Operations noted recently in testimony :

“I think by and large that the day of the big proprietary is over. We have
attempted over the past few years to try to squeeze down on those kinds of pro-

_prietaries and I think we have really gone now_to a fairly small number, and

a fairly tightly controlled group of proprietaries who are doing legitimate opera-
tional jobs, particularly in the media field.

“Our experience with proprietaries in the past has been if left by themselves,
they tend to absorb larger and larger amounts of government money and are not
particularly for a business. They are not very viable in the business sense and
quickly become suspect as not having any commercial validity. And we have,
I think in the past ten years, we have in this past ten years gotten rid of an
enormous number of proprietaries in this field. I don’t foresee us getting in the
immediate future into any expansion of that proprietary record. I think we are
about right in terms of where we are now.”

& The DDO closed hic recent testimony with a caveat :

“I can visualize. however, depending on what happens to the Agency in the
f}lture. the possibility that we might want to use more proprietaries. par-
ticularly in the fleld of cover if this gets terribly fight or terribly difficult. But
the average operational purpose. except for some of these media operations, all
we need is cover and I think that most of the proprietaries that we have fall
into that category.” .

g
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business as such. But it is true that the proprietaries that
we are using at the present time and what I can foresee for
the immediate future is going to be of a smallish variety.?

The former General Counsel of the CIA, Lawrence R. Houston, con-
curred in this judgment. It should, he said, be used only as a “last
resort.” 8 The Chief of CCS noted that these operations are run for
specific purposes unrelated to profit and that, “I am not in the business
to make money.”

Only two proprietaries, the insurance complex and Air America,
returned continuing profits or did large volumes of business. For
this reason, the Committee sought to discover if the CIA would ever
again seek to establish a large proprietary conglomerate such as the
Air America complex. The Chief, CCS responded in this manner:

These kind of facilities, any kind of facilities of this
kind get established and are used because they are needed in
the pursuit of an existing operational requirement.

If such an operational requirement should again arise, I
would assume that the Agency would consider setting up a
large-scale air proprietary with one proviso—that we have a
chance at keeping it secret that it is CIA.*

Mr. Houston noted that he did not believe it was possiblé to keep such
an activity secret :

I’ll answer to that. I don’t believe it’s possible. The avia-
tion industry, everybody knows what everybody is doing and
something new coming along is immediately the focus of
thousands of eyes and prying questions, and that combined
with the intricacies of a corporate administration these days,
and the checks and balances, I think make a large aviation
proprietary probably impossible. . .. I don’ think you can do
a real cover operation, is my personal assessment.®?

The Committee reviewed those proprietaries which had been sold
or otherwise disposed of during the period from 1965 to 1975. It sought
to discover which of those proprietaries disposed of in the last ten
years maintained a significant relationship with the Agency by con-
tract or informal understanding. More specifically, the Committee
sought answers to the following questions:

(1) How have proprietaries been disposed of by the
Agency?

(2) Have proprietaries or their assets been sold to per-
sons who had previously served as directors, officers or em-
ployees of the proprietaries ?

(3) How often were proprietaries sold pursuant to an
agreement or understanding that the purchased proprietary
would provide the Agency with goods, services or other
assistance ?

% Chief, CCS, 1/27/76, pp. 19-20.
% Houston, 1/15/76, p. 5.

= Chief, CCS, 1/27/76, p. 80.

® Ibid., p. 21.

% Houston, 1/27/76, p. 21.
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Our study revealed that during the indicated period, a large num-
ber of proprietaries were dissolved, sold, or otherwise disposed of,
thus substantiating the Agency’s claim that it had moved decisively to
extricate itself from this area of activity. In a very real sense, 1t is
nearly impossible to evaluate whether a “link” still exists between the
Agency and a former asset related to a proprietary. In some cases,
even though formal and informal Agency ties are discontinued, social
and interpersonal relationships remain. The impact of such liaisons is
difficult to assess. i

At its peak, Air America, the Agency’s largest proprietary, had
total assets of some $50 million and directly employed more than 5,600
individuals (the total number of employees for the Air America com-
plex was in excess of 8,000). The company is in the process of being
liquidated because it is no longer required. The Air America complex
included a number of other companies with the Pacific Corporation
as the holding company. The general plan for liquidation of Air
America is for the Pacific Corporation to sell off Air America, Inc.,
and its affiliates. A private New York firm was engaged to estimate
a fair market value for the complex. Although the Agency con-
ducted an intensive search for competitive bidders, it was able to
find buyers for only one of the affiliated companies. The sale of this
company was closed on January 31, 1975. The remaining parts of
Air America are being liquidated by sale of individual assets upon
completion of existing contracts. Funds realized from the.sales could be
as much as $25 million and will be returned to the Treasury.

Agency financial support for Radio Liberty and Radio Free
Europe, both sizeable proprietaries, was terminated in FY 1971 and
responsibility for their funding and operation was assumed by the
Department of State.

outhern Air Transport was sold on December 31, 1978 because
its contingency capability was no longer needed. The Agency realized
$6.470,000 from this sale, of which $3,345,000 was in cash (including
a $1.2 million award in arbitration of a dispute over the proceeds of
the sale of an aircraft by Southern Air Transport after the sale of
the company by the Agency). The purchaser paid the balance to Air
America to retire a debt owed by Southern Air Transport. A group
of employees of Southern Air Transport filed a civil action disputing
the propriety of the sale of the company by the Agency, but the case
was dismissed with prejudice on July 17, 1974 by a Federal court.

Most of the entities of which the Agency has divested itself were
either sold or given to witting individuals (former officers, em-
ployees, managers, contractors, etc.). A handful were sold or given
to witting individuals who had no formal relationship with the pro-
prietary. In several cases, transfer of the entity was conditioned as an
agreement that the proprietary would continue to provide goods or
services to the CIA. Bther methods which have occasionally been used
to dispose of entities include: merger with another Agency pro-
prietary; transfer or sale of a proprietary to another Government
department; and liquidation, with the remaining assets of the pro-
. prietary being given to previously uncompensated participants in the
venture, or to other Agency proprietaries.
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2. The Sale of Southern Aér Transport, Inc.

Southern Air Transport Incorporated (SAT) is an American air
carrier, incorporated in the State of Florida on October 31, 1949.
From its inception until its purchase in 1960 by the Central Intelli-
gence Agency, it was privately owned. It was purchased by the CIA
on August 5, 1960, and owned by the CIA through December 31,
1973 when the Agency sold the firm back to one of its original owners.

The decision to acquire Southern Air Transport was triggered by
a change in the regulations governing the award of Military Air
Transport Service (MATS) contracts. On April 1, 1960, Air America
had begun flying a seven month MATS contract operating out of
Tachikawa Air Force Base in Japan, to other Pacific locations. In
June of 1960, the Department of Defense and the Civil Aeronautics
Board changed the regulations governing the awarding of MATS
contracts to require that bidders hold at least a Supplemental Certifi-
cate of Convenience and Necessity for an air carrier and that they
participate in the Civil Reserve Air Fleet Program. Air America
did not meet either of these new criteria and could not obtain appro-
priate waivers,

The Air America heavy airlift capability represented an American
asset for use in future operational contingencies throughout the Far
East area. Loss of the MATS contract would result in underutiliza-
tion of aircraft and air crews, and the revenues were needed to
sustain these assets. Therefore, the CIA proposed that either Air
America should obtain the necessary certification, or that the Agency
should buy another commercial firm that already held these certifi-
cations. The October 1, 1960 contract date, the need for public hear-
ings, and lengthy proceedings militated against Air America apply-
ing for the certificate. In order to avoid lengthy public hearings,
which would be time-consuming and generate public exposure, it was
decided that the ownership of the company to be acquired must be
kept completely separate from Air America. This solution was con-
curred in by the CAB, DOD, the CIA, and Air America management.

It was anticipated that if the new company were awarded an on-
going MATS contract, it would actually perform the flying service
but would use equipment under conditional sale from Air America
and would employ personnel transferred from Air America. Under
inter-company agreements Air America would provide all mainte-
nance work, ground handling, and other services for which it would
be reimbursed by the new company. In this wav, Air America would
share in the revenues generated by the MATS contracts. The pro-
posal to purchase a supplemental carrier and operate it under the
ahove arrangement was approved by Director of Central Intelligence
Allen Dulles on July 15, 1960. Funds from the Clandestine Services
budget for FY 1962 were made available for the purchase.

After World War IT there had been over 200 supplemental carriers
in existence. By 1960 only 18. were still operating. Air America man-
agement made a survev of the 18 and determined that Southern Air
Transnort in Miami, Florida, was the most attractive as a purchase -
possibility. It operated two C—46s—one owned, one leased—between
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Miami and points in the Caribbean and South America. Its associated
company owned the four acre property on which SAT was located.
Moreover, it operated at a modest profit and had no long term debts.

Negotiations for the purchase of SAT were successful and on Au.
gust 5, 1960, the CIA exchanged $307,506.10 for all outstanding shares
of capital stock of SAT and its real property owning affiliate. The
Agency owned these shares in the name of a former board member of
Air America.

Under CIA management Southern Air Transport operated with
two semi-autonomous sections : the Pacific and Atlantic Divisions. The
Pacific Division performed the MATS contract and supported Agency
“heavylift” requirements in East Asia. The Atlantic Division con.
tinued to operate in the Caribbean and South America; doing the
same sort of flying SAT had done prior to Agency acquisition. The
Atlantic Division was also able to furnish support for certain sensitive
operations. At the peak of its activities, the SAT fleet, comprised of
both owned and leased aircraft, included Douglas DC-6, Boeing 727,
and Lockheed L~100 Hercules aircraft.

The Sale

In 1972 it became apparent that the Agency’s air capabilities ex-
ceeded its needs, and that political realities and future operational re-
quirements in the post-war era of Southeast Asia would not require
large air proprietary assets. On April 21, 1972, the Director of Central
Intelligence authorized the divestiture of CIA ownership and control
of the Air America complex and Southern Air Transport. He approved
recommendations calling for: Air America to be retained until the
end of the war in Southeast Asia; the immediate elimination of the
Pacific Division of SAT; the sale of two 727 aircraft leased to SAT
by Air America; and subsequent divestiture of Agency ownership
and control of the remainder of SAT.*® Specific note was made that
conflict of interest should be avoided andp that no employee should
receive a windfall benefit as a result of these transactions.®®

In May 1972, two Agency officials met with the Chairman of the
Civil Aeronautics Board and his Administrative Assistant to seek
informal advice as to the best way to disengage from SAT. Three
alternatives were discussed: (1) dissolve the company and sell the
assets; (2) sell the assets to the current operators of the company ;
(3) sell SAT to, or merge SAT into, one of the other supplemental
carriers.

The CAB chairman discouraged option (3) because it would in-
volve public hearings and would be subject to criticism by the other
supplementals: Option (1), although least troublesome from the legal

® The Director determined that “we no longer should retain air proprietaries
purely for contingent requirements and that on the record, therefore, the Agency
should divest itself of the Southern Air Transport complex entirely.” He stated
that the desirable course of action would be dissolution, although he realized
that the problems were many and complex. Al<o, he did not rule out other solutions
which might achieve the end and yet better satisfy the interests of all concerned,

® A condition imposed by the DCI was that “in the disposition of any of the
assets involved nothing inure to the benefit of Agency employees or former em-
pioyees or persons whose relationship with the Agency has been or is of such
a nature as might raise a question of conflict of interest.”
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and security standpoints, would further reduce the shrinking num-
ber of U.S. supplementals (by 1972, there were only eleven supple-
mental carriers left) and would be unfair to SAT employees. The CAB
officials had no objections to option. (2).

On May 5, 1972 the DCI was presented with the results of the meet-
ing with the CAB chairman. He approved the recommendation to ex-
plore the sale of the equity in SAT to the current management. It
was noted that SAT had been operating as a supplemental carrier for
25 years, that none of the employees of SAT had ever been an em-
ployee of the Agency, and that both the Department of Defense and
the chairman of the CAB considered it in their best interests to keep
SAT as a viable carrier. The rationale behind selling SAT intact to
its management was :

(1) Laquidation would deprive the United States of a useful air
carrier and would be unfair to the employees.

(2) Sale of SAT on the open market would generate an unaccept-
able level of public interest and scrutiny. A publicly advertised disposi-
tion would run contrary to the Director’s statutory mandate to protect
intelligence sources and methods.

(3) Although a potential for conflict of interest and windfall profit
existed, the sale of SAT to its management would best satisfy the
requirements of everyone involved. '

The DCI was, apparently, allowed this flexibility in method of dis-
posal by statute. 40 U.S.C. § 474(17) provides that nothing in the
regulations relating to disposal of surplus government property shall
affect any authority of the CIA. In addition, 50 U.S.C. § 403(d) (5)
provides that the Director of Central Intelligence is responsible for
protecting intelligence sources and methods from unauthorized dis-
closure. It was determined that sale of SAT stock to one of its former
owners in a confidential manner would prevent damage which could
result from disclosure of CIA ownership.

Agency officials began exploring ways in which SAT could be sold to
its management, without permitting a windfall to accrue to the buyer,
and in a way that could not be construed as a conflict of interest. To
establish a reasonable selling price, the Agency asked a Certified
Public Accounting firm to perform a valuation study. The accounting
firm in turn engaged an aviation consultant firm to conduct an eval-
uation of the aircraft. The following values were established :

Millions
(1) Book value of SAT__. . e $3. 900
f2) Estimated total value of SAT capital stock on open market_ 2. 645
(3) Disposal as going concern_____________________ e 2. 100
(4) Liquidation value_______ .. __ 1. 250
(5) Agency investment__.___.___ o ____ o _____ 1. 500

Based on these figures, the Executive Director-Comptroller on August
17,1972, approved an asking price of $2.7 million. Sale at this price to
the management would require simultaneous payment in full of the
$3.2 million note payable to Air America through an associated land
holding company, and would not include any equity in the lease pur-
chase agreement between SAT and Air America for a Lockheed L
100~-30 Hercules aircraft. Although this $2.7 million price was less
than the $3.9 million book value, it did exceed the fair market value
of the company as calculated by professional appraisers. The ap-
praisals were based not on depreciated purchase prices for assets, as
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reflected in book values, but on the earning power of the assets adjusted
to “present value” and the current resale value for all assets.

On August 23, 1972, the former owner was advised that the asking
price for SAT was $5.9 million; $2.7 million for the acquisition of
stock and $3.2 million for payment of debt to Air America. A deadline
date of October 1, 1972 was established ; otherwise the firm would be
dissolved and the assets liquidated. Although the former owner con-
tended the asking price should be reduced because the outstanding loan
to Air America had been reduced since the date of the study, he stated
that he would attempt to work out financing within the deadline date
of October 1, 1972. This deadline was extended by the Agency to
December 4,1972.

On December 5, 1972, the former owner submitted an offer to buy
SAT for $5 million: $1.875 million for the acquisition of SAT and
$3.125 million to pay off the debt to Air America. On December 26,
1972, the Executive Director-Comptroller approved the recommenda-
tion that the offer be rejected and that if the former owner was unable
to raise by January 20, 1973, the additional funds required for the
original purchase price of $5.9 million, including the Air America
debt, that the Agency proceed with liquidation plans and the dis-
missal of SAT employees not later than February 1, 1973.

On January 11, 1973, a new proposal was submitted to purchase
SAT for a total price of $5,605,000. The former owner cited a tenta-
tive commitment for a loan of $4.0 million and his offer was con-
tingent upon an additional loan. The offer called for a total payment
of $5,605,000 broken down as follows:

In millions

Acquisition of SAT stoek___________ . _____ $2. 145
Payment of debt to Air America.._________________..______- 3125

Credit for payments to Air America since 10 June 1972 in liquida-
tion of long term debt_____________ . . 335
Total payment _________ e 5. 605

Prior to accepting the offer, CIA officers again discussed the sale
of SAT with a CAB representative, who indicated that the board
. would be interested in seeing SAT continued. The CAB representa-
tive stated that it would not be necessary to surface the Agency’s name
as the true owner of SAT in the CAB proceedings, and that he did not
anticipate any problems with other supplemental carriers as a result
of the sale.

On January 19, 1973, the DCI approved the sale of SAT. It was
noted that the offer was within 5 percent of the original asking price,
was above the independent evaluation for sale as a going concern, and
was at a figure which would not seem to give the buyer windfall profit.
The sale would constitute a clean break-away of SAT from the
Agency with the exception of a one year extension on the lease/pur-
chase agreement with Air America for an L 100-30 aircraft. This
agreement for sale between the former owner and the Agency in-
cluded a provision that any- profit derived from the sale of assets
within one year would constitute a windfall and would be added to
the total sale price.

On February 28, 1973, the Board of Directors of SAT executed
corporate action on the Agreement for Sale of SAT to the former
owner. Closing date was established at not later than 30 days after
CAB approval. On March 1, 1978 application for approval of acquisi-
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tion of control of SAT by the former owner was filed with the CAB
under Docket No. 252—-64. It was anticipated that CAB approval would
be forthcoming within 60 days.

Subsequent to the agreement for sale and application to CAB, sev-
eral supplemental carriers generated a great deal of pressure to pre-
-vent SAT from being sold to the former owner and to prevent SAT
from operating as a supplemental carrier. This pressure was applied
through Congressional representatives, the General Accounting Office,
and the General Services Administration. The various supplemental
carriers objected to the sale of SA'T for a variety of reasons. Basically
each supplemental objected to the portions of SAT’s operating author-
ity which would allow SAT to compete with it. Specifically, repre-
sentatives of one competitor indicated that it would not oppose the
sale if the new owner would voluntarily renounce his rights to Trans-
Pacific routes.

Two other companies objected to SAT operating any aircraft as
large or larger than a 727 in the Far East. Another objected to SAT
bidding on any domestic MAC contracts. Restricting SAT to satisfy
all potential competitors could make SAT sufficiently unattractive as
a profitable investment that financing would be unobtainable. With
this in mind the Agency took the position that agreement for sale of
SAT had been executed, subject to CAB approval. If the CAB ruled
against the sale and ownership reverted to the Agency, the Agency
vévzlzll‘d cease any bids or service under MAC contracts and dissolve

Two supplementals expressed interest in buying SAT. One did not
make g cash offer, but on June 29, 1973, the other made a cash offer
of about $2 million in excess of what the former owner had offered.
According to the Agency, there were compelling reasons not to pur-
sue these offers. Agency officers had reason to believe that the supple-
mentals were not interested in actually buying SAT as they were
attempting to secure a commitment from the Agency which could be
used to compromijse the CIA’s position in future CAB hearings. Three
reasons for not accepting either offer were:

(1) Any merger with another supplemental carrier would
necessitate a very difficult series of CAB hearings during
which all other major supplementals would certainly voice
loud and strenuous objections.

(2) To sell the firm on a sole source basis to either outside
buyer without soliciting public bids would be contrary to
sound business practice, and would attract even more adverse
publicity.

(3) Both offers were made directly to officials of the CIA
and not to the stockholders of record. Although the relation-
ship between the CIA and SAT was the subject of much
public speculation, the relationship was still classified and an
acceptance of either offer would be a violation of security
and cover.

Dissolution of the firm, or sale to the former owner, continued as the
most acceptable method of divestiture, subject to CAB approval.

In view of the objections by other supplemental carriers to the sale
of SAT to its former owner, and the award by the Air Force of a
Logistics Air contract to SAT, the DCI directed on July 381, 1973,
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that SAT be dissolved, that it withdraw from the LOGAIR contract
and withdraw its application for renewal of supplemental certificate.
The former owner was advised of this decision and made a counter
offer to purchase the company under his previous offer. He also pro-
posed that SAT return its supplemental certificate, withdraw. applica-
tion for acquisition for sale from CAB, and operate as a commercial
carrier under Federal Aviation Regulation Part 121 authority. Such
action would remove SAT from direct competition with the supple-
mentals, but retain a worthwhile market in which to operate. Addi-
tionally, no CAB hearing would be necessary to obtain this type of
operating authority. On October 1, 1973, the DCI agreed to entertain
the proposal to continue the sale of SAT as a Part 121 operator, on
the condition that the former owner obtain prompt financing. Other-
wise, the firm would be dissolved. ,

On October 5, 1973, the SAT Board of Directors approved and
executed a new agreement for sale including the following provisions.

(1) The former owner to acquire stock of SAT and Actus
for $2,145,000.

(2) The former owner to pay off $3,125,000 owed to Air
America.

(3) Agreement subject to the. former owner obtaining
$4 million loan.

(4) Agreement to be subject to SAT withdrawing applica-
tion for renewal of its Certificate of Necessity and Con-
venience for an Air Carrier (Supplemental Certificate).

(5) Lease/purchase agreement for I-100 between AAM
and SAT to be extended one year.

(6) Anti-windfall provision to be effective for one year
from date of sale.

On November 29, 1973, the former owner received a commitment
from The First National Bank of Chicago for a loan of $4.5 million
thereby making the October 5, 1973 agreement operative. On Novem-
ber 30, 1973, the DCI approved the sale of SAT in accordance with
the October 5 agreement for sale. On the same day, the application to
the CAB for acquisition of SAT under Docket No. 252-64 was with-
drawn and petition for cancellation of certificate and termination of
exemption authority was filed with an effective date of December 30,
1973. On December 31, 1973 the sale was closed, the note to Air
America was paid off, and the former owner became the sole owner
of SAT. :

In early January 1974, CIA officials learned from Air America
management that SAT had exercised the purchase option of the lease/
purchase agreement between SAT and Air America for the Lockheed
L 100-30 Hercules aircraft. The option sale price from Air America
was $3,150,000. SAT immediately resold the aircraft to Saturn Air-
ways for $4,350,000, for a profit of $1.2 million. The Agency inter-
preted this sale as a violation of the anti-windfall provisions of its
agreement with the owner. On January 25, 1974, Air America executed
an Escrow and Arbitration Agreement on behalf of the CIA with
SAT on the disputed $1.2 million profit. The agreement called for
$750,000 to be placed in escrow with the American Security and
Trust Company of Washington, D.C. The escrow funds were to be
held as a Certificate of Deposit purchased at the prevailing market
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rate. It was further agreed that SAT would also place in escrow a
Promissory Note to Air America for the remaining $450,000 of the
disputed amount. The note was to bear interest at the same rate cur-
rently being earned on the Certificate of Deposit in escrow. It was
arranged that the escrow deposits plus accrued interest would be paid
to the party deemed in favor by an arbitrator with each party to pay
one-half of the costs of arbitration. On September 5, 1974 the arbi-
trator ruled in favor of Air America. This decision caused an addi-
tional $1,304,243 to accrue to the Agency from the SAT sale. This
was the sum of the $1.2 million under arbitration plus accrued interest,
less the A gency’s share of arbitration costs.

3. Declassification of Relationship With. CIA

In March 1974 the employees of SAT retained an attorney and
brought a class action suit in U.S. District Court for Southern Flor-
ida against Southern Air Transport, Inc. and the Central Intelligence
Agency. The employees as plaintiffs sued for injunctive relief and
damages. In this suit the employees alleged :

(1) That the CIA sold the stock of SAT to the former
owner illegally, _

(2) That SAT had embarked on a program to sell off its
assets, depriving the plaintiffs of employment,

(3) That the plaintiffs were entitled to the benefits of the
CIA Retirement and Disability System, and

(4) That their civil rights had been violated.

In view of the publicity arising from the allegations made by the
other supplemental carriers during the CAB proceedings and the
publicity arising from this suit, it was determined that no useful
purpose would be served by continuing to deny the true ownership
relationship of SAT by CIA. The operational activities performed
by SAT on behalf of CIA were and remain classified. As a part of the
Agency’s defense in this suit, an affidavit of the Deputy Director for
Management and Services of the CIA was presented in court.

In the affidavit he delineated the relationship between the CIA and
SAT and the authorities for purchasing and later selling the capital
stock of SAT. He also defined the employment status of the plaintiffs
as not being government employees and not being CIA employees,
and therefore not being eligible for participation in the CIA Retire-
ment and Disability System.

In the Order Granting Motion for Summary Judgment, the court
found that the sale of SAT capital stock was not in violation of law;
that the plaintiffs’ claim to be U.S. Government employees and en-
titled to CIA retirement benefits was invalid ; and that the SAT em-
ployees were not deprived of any civil right under any state law.
As a result, the action was dismissed with prejudice as to the plaintiff.
Although this suit did cause the relationship between the Agency and
SAT to be officially disclosed, it did establish, in a court of law, two
points favorable to the Agency :

a. The sale of SAT violated no laws and was within the
authority of the DCI; and

b. The directly hired employees of CIA owned propriétary
firms such as SAT do not necessarily enjoy the status of Fed-
eral Government employees.
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4. Possible Conflict of Interest

In the SAT divestiture, the Agency took precautions to avoid con-
fiict of interest. A retired staff agent who had been the Managing -
Director of Air America, Inc., made several offers to acquire SAT.
In early 1972 he and some other members of Air America management
made an informal offer to buy SAT. On August 7, 1972, the retired
staff agent told the Agency official responsible for the management
of SAT and Air America, that he, in association with two supple-
mentals, wanted to offer “book value” for SAT. He stated that they
were not interested in SAT’s certificate, but rather in the equipment
and that if allowed to make an offer, it would be one that would not
require CAB hearings. In both cases, the CIA General Counsel deter-
mined that due to the offeror’s close association with the Agency, the
offer was unacceptable. In later discussions, the retired staff agent
asked to be allowed to bid on SAT in open bidding. The General
Counsel’s position on this request was that open bids would not solve
the conflict of interest problems. In'any transaction this complex,
selecting the bid is only a preliminary to the negotiated final sale.

Another potential conflict of interest involved another supplemental
air carrier. From the time the Agency first decided to divest until the
sale was consummated, this company expressed continuing interest in
merging with SAT. Their representative was a former Director of
Central Intelligence, who made literally dozens of phone calls to
Agency officials and arranged many meetings; all for the purpose of
pressing -this company’s case to purchase SAT. The company also
proposed to arrange “shadow financing” for the former owner of SAT
if he would agree to merge at some later time. These offers were all
rejected because merger with another supplemental was not an accept-
able solution and the apparent conflict of interest was too great.

The sale of SAT to its former owner was another area of possible
conflict of interest. While the former owner was not an employee of the
Federal Government during any period of association with SAT or
CIA, he had been the owner prior to CIA acquisition, and had been
nominal president of SAT during Agency ownership. This potential
area of conflict had been recognized at the outset of sale ;ln'oceedings,
and the Agency obtained third party professional evaluation and
restricted windfall profits to prevent such conflicts. The underlying
philosophy for sale back to the former owner was to restore the status
quo ante, 1.e. return of the corporation to its previous ownership once
the need for a Government-controlled entity had terminated.” -~ ———~

E. FiNaxncIAL ASPECTS

1. Relations with Other U.S. Government Agencies

Management and control of proprietaries often requires “coopera-
tive interface” with outside agencies to gain beneficial working rela-
tionships and appropriate authorizations. These relationships are de-
scribed briefly below.

For those proprietaries which maintain commercial books and other
financial records, commercial managers prepare United States and
State tax returns annually, based on the corporation’s financial rec-
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ords. For other entities where only internal Agency records are main-
tained, Agency specialists prepare tax returns which reflect normal
operations of a legitimate commercial business. The Agency maintains
close coordination with the Internal Revenue Service, which is aware
of the CIA’s use of proprietary commercial entities but not of specific
proprietaries’ identities. In the event the IRS singles out an Agenc
proprietary for an audit, the Office of General Counsel notifies IR
of CIA ownership. The IRS then cancels the audit to conserve
manpower. )

Operation of the air proprietaries has resulted in contact with the
Civil Aeronautics Board, the Federal Aviation Agency and the Na-
tional Transportation Safety Board. Specific problems have been dis-
cussed, usually between the Office of General Counsel of the agency
concerned and the CIA General Counsel. i

The air proprietaries have dealt with State Department and the
Agency for International Development, generally on a contractor/
customer basis, although senior personnel of those agencies have
been advised by the Agency of its ownership of the companies.

Those proprietaries engaged in the shipment of weapons or other
items on the Munitions Control list have required CIA assistance in
‘obtaining the necessary export licenses. The ownership of the com-
panies has been discussed with the State Department Office of Muni-
tions Control, and the Bureau of Alcohol, Tobacco and Firearms.
While the radio proprietaries were funded by the CIA, they received
policy guidance from the Department of State to ensure that their
broadcasts conformed to United States foreign policy. The Agency
has intervened with the Department of Labor on behalf of survivors
of employees of the proprietaries in order to assist them in receiving
the available benefits under the applicable Workmen’s Compensation
Acts. The Agency has also interceded with the Defense Department
%) hstlve proprietaries’ contracts exempted from the Renegotiation

oard.

The CIA has requested that the Air Force consider the interests
of the Agency in awarding commercial contracts to proprietaries.
Initially this was done in the mid-1950s on the basis of a policy deci-
sion by the Operations Coordination Board that Air America was an
instrument of value to national security. Air America was then oper-
ating at a deficit, and the Agency was able to maintain a standby capa-
bility without budget subsidies if it could obtain enough business to
support large commercial aircraft. Finally, the United States Forest
Service was advised of the ownership of a proprietary and asked to
award contracts to the proprietary to assist the development of a
commercial posture.

2. Magnitude of United States Financial Stakes

Most proprietaries are small-scale operations. In many cases (the
notionals), the overseas proprietary actually conducts no business at
all; it simply has a commercial charter, staﬁ}: and cover arrangements
for Agency collection and action projects.

Proprietary income consists of a mixture of CIA subsidy and in-
come. In some cases, the outside income is from sources outside the
United States Government income, e.g., Air America received income
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for aircraft maintenance of foreign airlines in Southeast Asia. For
the most part, proprietary income is in the form of “cross-orders” from
CIA and other Government agencies. For example, a CIA paramilita
project placed orders for aircraft engines and pilot services wit
the Agency proprietary, Intermountain Aviation, Inc., and AID
contracted with Air America to carry rice shipments in Laos. In this
sense, many proprietaries are analogous to what are traditionally
termed “intragovernmental funds” or “industrial funds” in United
States Government budget and accounting manuals.

Compared with earlier years, the current size of proprietary ex-
penditures has markedly declined. The potential for future expansion
1s nevertheless present. Indeed, new proprietaries have been formed
within the last several years.

In terms of United States budgetary impact, proprietaries do not
add significant new capital to CIA available resources, i.e., while
they have a very large expenditure level and momentum over the
years, most of these expenditures originated in the CIA and other
United States Government appropriations, and the net profits gen-
erated by outside business and investment have been relatively small.
Another way of interpreting the figures is to observe that nearly half

the $1.6 billion gross income of CIA proprietaries has been supplied
by sources outside the CIA.

The Committee reviewed the pattern of income, expense, and net
United States investment for the twenty largest proprietaries now
active, including their financial experience in the twelve months pre-
ceding June 30, 1975. The two largest proprietaries, Air America and
the insurance complex, dwarf the rest. While Air America will be
phased out by June 30, 1976, ending the CIA-owned airlift capability
and returning an estimated $20 million to the United States Treasury,
the insurance complex will continue.

In programmatic terms, the contrast between the current low levels
of proprietary activity and the high levels of five years ago reflects
the decline of paramilitary operations in Southeast” Asia. Large vol-
umes of outside orders by Defense and AID, along with sizable levies
by CIA components, and maintenance and passenger income from
commercial operations, were generated by a covert war.

Looking toward the future, will new air proprietaries be estab-
lished? The CIA thinks not, but the matter is not resolved. The ulti-
mate question is whether there will be future United States involve-
ment in covert wars—and if so, can some substitute for CIA-owned
air support meet the operational requirements of secure, well-main-
tained local aircraft? The Chief of CSS suggested that third-country
assets could be used instead. Another possibility is the use of United
States military aircraft, overtly or “sanitized.”

One thing is clear: CIA sees itself as entering a different era of
proprietaries. It has rejected the long-held doctrine of “standby” capa-
bility, i.e., the notion that it is worth investing considerable capital
and operating resources in airlift, sealift, and other assets primarily
targeted toward contingency requirements. Agency representatives
maintain that the CIA is keeping proprietaries focused on current-
operational tasks. The test of retention is the utility of a proprietary
in executing assigned tasks instrumental to approved Agency projects.

207-932 0- 76 - 17
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Generally, the notionals have increased by about 30 percent. since
1967. This reflects a policy of increasing the number of cutout arrange-
ments to increase security, i.e., to reduce one likelihood of outside
discovery of agents or case officers working under cover of the end-
point notional by introducing intermediate notionals for payments or
identity backstops.

What are the basic distinctions of one type of proprietary from
another? First, external registration divides the total in half. Those
which have some form of legal standing with domestic and foreign
corporate regulatory and tax authorities are subject to external gov-
ernmental scrutiny. This occasions additional expenses and manpower
to assure that in all respects this group of proprietaries operates in
accordance with local law and commercial expectations. The second
group, the notionals, exist only as names on doors, in phone director-
ies, and on stationary. Backstopping for identification of these pro-
prietaries is provided by Agency switchboards, mailstops, and check
1ssuance.

The next level of distinction is within the class of legally registered
proprietaries: those which carry on a commercial income-producing
operation as contrasted to those which are simply cover arrangements.
Within the class of commercial proprietaries which produce income,
there is a distinction between those which are wholly dependent upon
CIA for income (in the form of orders placed and subsidies) and
those which have mixed outside and inside income. Even for those
with mixed income, it is possible to distinguish those which have out-
side income wholly within the United States Government (i.e., a mix
of CIA-derived income and income from other Government agencies)
from those which have both United States Government income and
income from private contracts.

3. Visibility in the Budget

Budgetary accountability to the President and Congress depends
upon the extent to which the Federal agencies’ budget requests provide
information to facilitate evaluation. Circular A-11, issued by the
Office of Management and Budget, prescribes the financial schedules
and explanatory data which all Federal agencies must provide in their
budget submissions. These provisions are consistent with the Budget
and Accounting Acts of 1920 and 1950. The Central Intelligence
Agency regards itself as subject to these prescriptions. The Agency
limits the application of this principle to providing only the A-11
materials which OMB and the Congress specifically request. This
policy has resulted in near invisibility of proprietaries in the CIA
budget submission.

Circular A-11 requires agencies to provide schedules and narratives
for each public enterprise or intragovernmental fund. This data is
to include all sources of funding purposes and levels of expenditure,
and approximate indications of performance through comparisons of
past and proposed funding by activity. Under these regulations, it
appears that the CIA should have been providing a complete set of
schedules for the proprietaries which actually do business, i.e., exclud-
ing notionals.

The question of the programmatic impact of proprietaries should
also be considered. While proprietaries have been heavily involved
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in CYA intelligence collection and covert action, these activities have
not been reflected in the CIA budget submission. A policy review
of the budget requires programmatic judgments of the necessity and
appropriate use of proprietaries in overseas areas. The Contingency
Reserve Fund is an example of why such clear budgetary information
is necessary. Recent debate concerning U.S. involvement in Angola
has brought into sharp focus the role of this fund. A1l United States
aid to forces in Angola came from the Contingency Reserve.

The only place in the budgets of the CIA where proprietaries have
assumed even a limited visibility is in the years when supplemental
financing was needed to establish or strengthen a proprietary. When
such financing is necessary, the budget shows, tersely, that Con-
tingency Reserve drawdowns have been made. For example, one past
budget showed a certain amount to subsidize Radio Free Europe, but
provided no justifying materials. This practice reflects the unwritten,
post hoc nature of the Contingency Reserve financing process. In ef-
fect, these practices allow executive branch “supplementals” in which
Congress is informed after the OMB has acted.

The budget does not normally indicate Agency intentions to create
a proprietary in the budget year ahead. For any other Federal agency,
establishing a new publicly owned enterprise without advance notice
to the Appropriations and substantive committees of Congress would
be proscribed. Proprietaries which require only small subsidies to get
under way are funded by the CIA without supplemental financing,
Le., within its regular budget. Therefore, these proprietaries are com-
pletely invisible in the A gency budget submission.

F. Some GENERAL CONSIDERATIONS

1. The Relationship of Utility to Size

The Committee’s review revealed a dilemma faced by CIA planners.
Proprietaries can sometimes be most effective in operations when they
are large; indeed, as in Laos, they may be impelled toward enormity
by the very nature of the operation. Yet large size conflicts with deni-
ability. In areas of the world where there are few operating firms,
and in types of activity which have only limited commercial appeal,
where would large-scale enterprises get financing but from the United
States Government ? Operations in Laos simply could not be concealed
in the end. This experience suggests that proprietaries may have only
limited utility in future paramilitary operations. - —

2. The Factor of Competition with Private Enterprises

Do CIA proprietaries which produce income compete unfairly with
private United States businesses? Is their utility to the Government of
such magnitude that CIA proprietaries should be retained regardless
of their competitive impact? Generally, the Agency believes that op-
erating proprietaries do not compete with United States private enter-
prise because they tend to do things which private companies are not
equipped, motivated, or staffed to perform.

For example, CIA proprietaries purchase weapons, foreign arma-
ments, and technical devices; conduct security investigations; purchase
real estate; insure uninsurable risks; train foreign police forces; and
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run airlines in remote areas or on commercially unattractive routes.
Would private enterprise do any or all of these things? It is true that
private contracts with the Government include highly sensitive con-
tracts with the CIA for technical intelligence collection, research, and
development. Would the abandonment of CIA proprietaries and the
cooperation of private firms be more desirable in terms of policy,
economy or flexibility %

3. Relative Scarcity of Commercial and Official Cover

The continuing CIA desire for more notionals reflects the scarcity
of United States Government official cover in many areas of the world,
and the developing desire of some United States companies not to
cooperate with the Agency.

4. Profits

Some questions concerning profits have been raised. Does proprie-
tary profit constitute a significant addition to the resources available
to CIA ¢ How is such profit treated in the budget? How is it controlled ?
How can the Congress (or the President, for that matter) be sure that
proprietary profits are not diverted to projects not included in the
regular CIA budget ?

First, profits (defined as net income to a proprietary after deduc-
tion of operating expenses) are relatively small. Even in the days
when the most profitable air proprietaries were operating at peak
capacity, the most that any single firm netted was less than $4 million.
Over the entire period 1947-1975, total profits have been $50 million,
an average of about $1.6 million annually, for the 16 biggest CIA
proprietaries. And in these years, a net loss was sustained three times—
$2.5 million in 1971; $0.5 million in 1973 ; and $0.3 million in 1975.

Looking to the future, after liquidation of the air proprietaries has
been completed, there is forecast to be only one profitable proprietary :
the complex of insurance companies which derives most of its profit
from investment portfolios. This entity’s net income in 1974 was less
than $2 million and a profit of this general magnitude is expected in
the foreseeable future. These profits are to be used only for the in-
surance, escrow, annuity and related complex functions. Neither the
complex, nor profits accruing to it, are used for operational support of
any other projects or activities. Nevertheless profits from all proprie-
taries may be reprogrammed into CIA operations due to a “change in
policy” reflected in the General Counsel’s decision of February 3;
1975.% Thus proprietaries do not presently provide a mechanism for
“back door” funding of covert operations; nor are they currently in-
tended to do so.®*

The current Chief of CCS noted that :

It may be the questions that have been raised by the staffs
of this Committee and of the House Committee, have kind of
energized certain action as far as our Comptroller is con-
cerned, as far as the Office of Management and Budget is
concerned, and a methodology is being developed at the pres-
ent time that the balance sheets of the salient information of

% Chief, CCS, 1/27/76, pp. 80-81.
% I'bid., p. 79.
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the operation of proprietaries, particularly those that are
having earnings, are annexed to the budgetary presentation
process and review process, so that this information is avail-
able to the Office of Management and Budget, and I assume
to Congress, so that this can be taken into consideration.

And you would then have, it seems to me, a degree of safe-
guard that money cannot be taken out of there and used as
an add-on to appropriated funds.®

According to the testimony, from 1973 to 1975, before the opinion
was rendered by the General Counsel of the CIA concerning profits
and their treatment, the Appropriations Committees were advised
that such profits existed, and “it was taken into consideration at the
time of appropriations.”

In the future, I would think that any oversight committee
could very promptly bring to the attention of the DCI their
interest in this question o% profit, and ask for an accounting,
and certainly could be assured that there was no use of funds
derived from a proprietary for an operational purpose un-
related to such activity.

I would think . .. the DCI would be under the same
prohibition using funds that were appropriated for the in-
telligence directorate for operational purposes or any other
comparable redesignation of funds.®

When asked whether funds built up in a complex such as the in-
surance proprietary should be used for purposes beyond those in-
cluded in an annual authorization, an Agency representative replied:

I would view them as segregated funds to the extent that
there was a profit, unnecessary for the purposes of the propri-
etary, that the profit would have to be turned over to the
Treasury and 1t could not be used for other Agency
programs.®*

As for the treatment in the budget, there are both policy and pro-
cedural aspects. The policy of CIA was changed by the February 1975
General Counsel ruling that profits of proprietaries and proceeds of
liquidation must be returned to the Treasury as miscellaneous receipts,
and cannot be used to augment the Contingency Reserve or otherwise
be applied to operations. This ruling overturned the practice of the
past which on occasion included the transfer of proprietaries’ net
proceeds to the Contingency Reserve for later release to operations.

The budgetary presentation and review procedures only partially
focus upon proprietary profits. The insurance complex’s profits are
invisible in the Agency budget ; they are taken into account and subject
to scrutiny only within CIA. Operationally, the Directorate of Opera-
tion’s annual review has the most detailed grasp of these monies at the
Agency review levels. A standard set of public enterprise fund sched-
ules, as prescribed by OMB Circular A-11, would be appropriate for
making this complex visible in the Agency budget. Other commercial -
proprietaries should show these schedules as well. The Agency has in-

2 Ibid. pp. 82-83.
% Ibid. p. $4.
% Ibid. pp. 84-85.
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dicated that the Comptroller is working with the Directorates of Op-
erations and Administration to develop more comprehensive budget-
ary presentation and review procedures for CIA proprietaries.

To what extent can these new procedures prevent abuses of pro-
prietary profits? To what extent do they preclude the need for legisla-
tion in this area? What form of Congressional oversight is needed
here; at what point should Congress exert control.

Improvement of visibility in the budget of proprietary resources
and provision for review of the major proprietaries as a regular part
of budget review by CIA, OMB, and Congressional Committees would
seem to preclude most of the dangers of abuse. On the other hand, there
is one type of abuse for which additional Congressional scrutiny and
safeguards may be needed : the possibility of a small-scale, high-risk
covert project directed by the President or DCI which is not covered
by the regular appropriation but financed by proprietary profits.
While no foolproof preventives can be designed by law or regulation,
the possibility of such abuse, or the avoidance of congressional review,
can be minimized by requiring that all CIA proprietaries report opera-
tional activities to the congressional oversight committee.®

5. Private Investment by CIA

Two types of general issues are raised by investments made by the
Agency:

(1) Should the CIA engage in investments which could accumulate
funds outside the budget process and thus be available for operations
that have no public scrutiny outside CIA ¢

(2) Is CIA investment policy too restrictive in regard to bank de-
posits? Specifically, should the CIA place large amounts of money in
commercial banks without drawing interest ¢

A sizable percentage of the Agency’s annual appropriated and
advanced funds are deposited here and abroad in commercial accounts
on an incremental basis to fund operational needs. If accounts are
maintained at levels above the minimum balance necessary for offset
costs to the bank, the banks selected earn an interest or investment
bonus. The selection of these institutions is non-competitive, rooted in
historic circumstance, albeit in institutions that have shown them-
selves flexible and responsive in providing the A.gency services. Fur-
ther investigation of this area is needed, and we encourage the new
oversight committee to study this issue in greater detail than we have
been able. This is one area where the exclusion of the General Ac-
counting Office from CIA audits has had an unfortunate effect: there
is no outside reviewer of a complex set of financial records and, con-
seg(liegtly, confidence in the Agency’s role in this area may have been
eroded.

6. What i8 the Future for Proprietaries?

No new proprietaries are in formation or planned. This past fiscal
year, 1975, one new proprietary was created which rented office space
for an East Coast CIA base and provided cover for Agency employees.
The main provision for new growth is the plan of some years standing
for establishment in the insurance complex of several corporate

% See Recommendation 50.
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“shells” i.e., legally constituted and registered companies that do
very little commercial business but which can be adapted to various
new CIA missions. To adapt to these new missions, as noted, would
require CIA to amend the insurance complex Administrative Plan.
But this could be done quickly; the existence of the shells avoids the
leadtime of creating new corporate entities, with all the complications
of local laws and risk of exposure.

While CIA proprietaries are now smaller than previously, they are
so largely for administrative reasons, i.e., response to executive branch
directions. Although the CIA may never find proprietary expansion
to be operationally desirable, there is currently no statutory constraint
on such expansion. Congress should be a partner in the process of
reviewing any such expansion by providing for changes in the charter
process. Another approach is establishing substantive guidelines for
proprietary operation. This approach is typified by the post-Katzen-
bach guidelines that prohibit CIA operation of tax-exempt foun-
dations.

Lawrence R. Houston, the former General Counsel of the Agency,
was intimately involved with all of the proprietaries for his entire
tenure with CIA. Consequently, his views have been invaluable to
the Committee in reviewing and evaluating the history and the role
of these mechanisms. In the course of far-ranging testimony with the
Committee on several occasions Houston concluded that proprietaries
“should be the last resort for use to backstop Agency activities.” He
grounded his opinion on the fact that:

they are cumbersome. To be properly run they take many,
many man-hours of many, many different parts of the
Agency, so they are expensive in man-hours. There are built-
in difficulties in running what appears to be a normal busi-
ness for operational purposes. There’s really a built-in dichot-
omy there that leads to a continual conflict with policies. And
due to the number of people involved, there is a security prob-
lem on the old grounds that security doesn’t go by the mathe-
matical increase in the number of people. It goes geometri-
cally as to the number of people, the security risk.’

This assessment appears to be correct based on the evidence reviewed
by the committee.

The current Director of Central Intelligence has insisted on stream-
lining such operations and is keenly aware of the potential for abuse.

——Tt is, for-example, the current written policy -of the Agency that “to

the degree that domestic proprietary or cover companies are required,
& clear justification will be developed as to the relationship of their
support of our overseas operations.” ¢

In the one area of continuing large-scale activity, the investment
complex, the Agency has moved to insure propriety even in an area
where there is no evidence that any illegal conduct has occurred. The
current policy, established as of June 1975 is:

[The project] will be operated in conformance with appro-
priate legal restrictions. Arrangements are being made for the

®“ Houston, 1/15/76, p. 4.
“ Memorandum of the DCI, 6/75.
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briefing of the appropriate Congressional committees. Par-
ticular attention will be given to avoiding any possible con-
flict of interest situations with firms with which the Agency
has contracts. Particular concern will also be exhibited over
possible improper influence on the stock market or stock deal-
ings through the investments involved in [the project].®s

The Committee is mindful of the potential danger inherent in such
operations. Therefore, it recommends that the review of this and other
similar projects by the appropriate oversight Committees be most
stringent.

The disposal of proprietaries has also generally proceeded along
legal and ethical lines with more than due concern for conflicts of
interest. Most notable in this spectrum of actions was the degree to
which the Agency avoided conflicts of interest in the sale of Southern
Air Transport. Such internal vigilance no doubt should and will con-
tinue. Moreover, with the establishment of a permanent oversight com-
mittee, the CIA’s reporting will be made easier because it will be able
to report on its dealings on a regular basis to informed Members of
Congress.

% Ibid.



XII. CIA PRODUCTION OF FINISHED INTELLIGENCE

The main purpose of the intelligence system of the United States is
to provide the President, his chief advisers, and the Congress in appro-
priate ways with the best information about activities abroad that can
be obtained. It is not surprising, therefore, that the quality of finished
intelligence produced by the intelligence agencies has been a source
of continuing concern and controversy. Policymakers are understand-
ably seldom satisfied with the intelligence they receive, for they want
and need intelligence which eliminates uncertainties and ensures suc-
cessful policy decisions. Since such perfection is unattainable, how-
ever, the realistic question is how to evaluate and improve the quality
of our finished intelligence. This is an extremely complicated and
difficult area. The simple answer is that there are no objective criteria
or standards that can be universally applied. In the end, the assessment
by policymakers of the value and quality of our finished intelligence
is necessarily subjective. There is a record of steadily improved quality
over the years, but the need for a higher level of performance is ac-
cepted, both at the policy level and among the intelligence agencies of
the U.S. Government.

The -Committee’s examination of the production of finished in-
telligence focused on the CIA and within it, the Directorate of In-
telligence (DDI). This is by no means the whole of national intelli-
gence, but 1t is the core element in the production of finished national
intelligence. The CIA’s Directorate of Intelligence is by far the best
analytical organization for the production of finished intelligence
within the Government, but it does have shortcomings. The CIA for
its part has, in the view of the Committee, made creditable efforts to
im}()irove the quality of finshed intelligence, although much remains to

e done.

Because the provision of the best possible fact and predictive anal-
ysis to our policymakers is the most important mission of our intelli-
gence system, the problems of the production of finished intelligence
will require the most searching and systematic examination by a future
oversight committee. The preliminary work of the Select Committee
in this area is based on interviews and hearings, as well as documents
from the Intelligence Community Staff concerning their post-mortems
of past intelligence failures. Because of the complexity and difficulty
of the subject matter, the examination of the Select Committee can only
be regarded as a beginning, only broadly indicative of the problems
involved, and suggestive of the areas which will require more thorough
and comprehensive attention in the future.

Although the provision of intelligence analysis to policymakers is
the major purpose of the intelligence mission, the production of in-
telligence has been referred to as the “stepchild of the community.”*
It is an area which has been overshadowed by the giamour of clande-
stine activities and the lure of exotic technical collection systems. Yet

(257)
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the basic rationale for intelligence operations is the provision of in-
formation to the people who need it in order to do their jobs—the
President and other senior officials responsible for the formulation
and implementation of foreign policy. ]

The Pearl Harbor experience, which so heavily influenced the es-
tablishment of the Central Intelligence Agency in 1947, pointed to
the need for the collection, coordination, and analysis of all national
intelligence in a centralized fashion, so that policymakers could be
assured of receiving all the information they necded, when they
needed it. Finished intelligence represents the “payoff” of investment
in the plethora of collection activities. )

The CIA and its predecessor body, the Central Intelligence Group,
were established to rectify the duplication and biases that existed in
the intelligence production of the State Department and the military
services. By reviewing and analyzing the data collected by these de-

artments, the CIA was to provide senior government officials with

igh-quality, objective intelligence. In practice, however, the CIA
has given precedence to independent collection and production, be-
coming a competing department in the dissemination of information.

Historically, the departments resisted providing their data to the
Agency and thereby prevented the CIA from fulfilling its designated
role in the production of “coordinated” intelligence. Moreover, in-
dividual Directors of Central Intelligence have not been consistent
advocates of the Agency’s intelligence production function. For the
DCIs, the demands of administering an organization with thousands
of employees and in particular, the requirements of supervising
clandestine operations encroached on the intended priority of intel-
ligence production. Only three DCIs attempted to address their pri-
mary attention to the quality of intelligence production: Walter
Bedell Smith, John McCone, and James Schlesinger. In each case, the
DCU’s attitude was a function of his background, his relative strength
as Director, and the particular demands of his time in office.

In recent years, however, and particularly with the introduction of
advanced technical collection systems, the requirement for bringing
together the vast quantities of information into useable analytic forms
has become the primary concern of the intelligence community.

In the course of its investigation, certain problems and issues in the
area of the production of finished intelligence in the CIA have come
to the attention of the Committee. The Committee believes these prob-
lems deserve immediate attention by both the executive branch and
future congressional oversight bodies. These problems bear directly on
the priority given to finished intelligence by policymakers. Other issues
raised here, such as the personnel system of the DDI and the orga-
nizational structure of intelligence production, are really functions of
the larger issue of priorities.

Briefly defined, the production of intelligence is the process whereby
the data collected by the intelligence community is transformed into
intelligence reports and studies that are relevant to the concerns of
senior policymakers. Intelligence production involves many tasks. It
begins with the collation and evaluation of incoming “raw” intelli-
gence reporting—direct from the collectors, whether from open
sources, the clandestine service, or signals intercepts and other means

* Office of quagement and Budget, “A Review of the Intelligence Community,”
8/10/71, (hereinafter cited as the Schlesinger Report), p. 11.
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of technical collection. The significance of new reporting is analyzed,
often in relation to intelligence already available on the subject. The
preparation of “finished” intelligence reports—the outcome of the pro-
duction process—thus entails the evaluation and analysis of the full
range of raw reporting from a variety of collection means. )

Production of finished intelligence is done within the intelligence
community by the Central Intelligence Agency, the Defense Intelli-
gence Agency (DIA), and the State Department’s Bureau of Intelli-
gence and Research (INR). Within the CIA (which is responsible
for the production of “national intelligence”), both the Intelligence
Directorate and the Directorate of Science and Technology (DDS&T)
produce finished intelligence. The Select Committee has focused on the
DDI, although the issues and problems cited are applicable in varying
degrees to the other production elements as well.

A. Evorution ofr THE CIA’s INTELLIGENCE DIRECTORATE

The scope of the DDI mission is global. It covers the affairs of any
foreign country from the standpoint of politics, economics, defense,
geography, cartography and biography. Scientific reporting is largely
the responsibility of the Directorate of Science and Technology.

The Directorate of Intelligence was formally established on Jan-
uary 2, 1952. Specifically, the intelligence activities which the DDI
originally administered were :

a. Production of finished intelligence by the Offices of Na-
tional Estiinates (ONE), Current Intelligence (OCI), Re-
seoaléch and Reports (ORR), and Scientific Intelhgence
(OSI).

b. Collection of essentially overt information by the Divi-
sions of the Office of Operations (0O): Foreign Broadcast
Information (FBID), Foreign Documents (FDD), and
Contacts (CD).

c. Dissemination, storage and retrieval of unevaluated in-
telligence information and basic reference documentation
by the Office of Collection and Dissemination (OCD).

d. Coordination of intelligence collection by.the Office of
Intelligence Coordination (OIC).

In the twenty-three years since its founding, the Intelligence Di-
rectorate has gone through a number of reorganizations stimulated
by advice from external panels, changing international circumstances,
shifting requirements for finished intelligence production, and re-
duced resources with which to perform its mission.? Changes in the
first few years were fairly rare. In 1954, the OIC was abolished, and
in 1963 the Office of Scientific Intelligence was transferred to a new
Directorate for Science and Technology.

1. Intelligence Production

Estimative Intelligence—Producing National Intelligence Esti-
mates (NTEs) was the function of the Office of National Estimates

* The information contained in this section on the evolution of the DDI is de-
rived primarily from a CIA paper prepared for the Select Committee by the
Office of the DDI, “The Directorate of Intelligence: A Brief Description”. (Here-
inafter cited as “The Directorate of Intelligence.””) December 1975.
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which was in the Intelligence Directorate until 1966, when it became
a staff under the direction of the Director of Central Intelligence.
This move was made, in part, to emphasize that the NIEs were the
product of the entire intelligence community rather than a single
agency. ONE was abolished in 1973 and its responsibilities were trans-
ferred to the newly formed National Intelligence Officers attached to
the Office of the DCI. With this move, much of the work of producing
draft estimates reverted to the production offices of the Intelligence
Directorate.

Current Intelligence.—Primary responsibilities for producing cur-
rent intelligence remains where 1t has been since the Directorate was
established—in the Office of Current Intelligence. Originally, OCI
was responsible for all current intelligence reporting except economic.
At present, however, it concentrates on current political reporting,
leaving the preparation of reports on economic, military, geographic
and scientific developments to the research offices responsible for these
matters. OCI coordinates and consolidates this specialized reporting
on all subjects for presentation in its daily intelligence publications.

Basic Intelligence—Production of basic intelligence was stimulated
primarily by the realization in World War II that the U.S. Govern-
ment had too little information about many of the foreign countries
with which it was required to deal. The Basic Intelligence Division
(BID) or ORR was charged with responsibility for coordinating the
production of “factual intelligence . . . of a fundamental and more
or less permanent nature on all foreign countries.” Because of the scope
of the subject matter, the production of this type of intelligence
required a cooperative effort involving the resources and capabilities
of several departments and agencies of the Federal Government. The
product of this government-wide effort was known as the National
Intelligence Surveys (NIS).

In 1955, BID became a separate office, the Office of Basic Intelligence
(OBI). This was in line with recommendations made in May 1955 by
the Task Force on Intelligence Activities.® The elevation of Basic
Intelligence to Office status was an acknowledgment of the importance
that the Agency and the rest of the national security apparatus
attached to the NIS Program.

The early years of OBI were devoted mostly to the coordination
of this program. Many of the chapters were written by other elements
of CIA or by other government agencies on a contractual basis. In
1961, OBI took over responsibility for the production of the political
sections of the NIS from the State Department’s Bureau of Intelli-
gence and Research when State claimed that it no longer had the re-
sources to do this work. OBI delegated the task of producing these sec-
tions to OCT in 1962. In 1965, the geographic research function was
transferred from the Office of Research and Reports, creating the Office
of Basic and Geographic Intelligence (OBGI). The NISs continued to
be published until 1974 when the program was terminated because of
lack of resources. At this time, OBGI became the Office of Geographic
and Cartographic Research.

Military Intelligence—Until the mid 1950’s, the production of in-
telligence on military matters had been considered the primary respon-

*The Clark Task Force, headed by Gen. Mark Clark, of the Hoover Commission.
For members of the task force, see Hearings, Vol. 4, p. 112-13.
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sibility of the Department of Defense. But the “bomber gap” and later
the “missile gap” controversies gave CIA a role in foreign military
research, an mvolvement which has continued and expanded. In 1960
the DDI created an ad hoc Guided Missiles Task Force to foster the
collection of information on Soviet guided missiles and to produce in-
telligence on their manufacture and deployment. The Task Force was
abolished in 1961 and a Military Research Area was established in
ORR. As a result of increasing demands for CIA analysis of military
developments, a new Office of Strategic Research was established in
1967 by consolidating the Military-Economic Research Area of ORR
and the Military Division of OCI. The scope and focus of responsibili-
ties of OSR have increased over the years and in 1973 a new component
for research in Soviet and Chinese strategic policy and military
doctrine was added.

Geographic Intelligence—The Geographic Research Area (GRA)
of the Office of Research and Reports (ORR) originally had the re-
sponsibility for geographic intelligence production. The GRA was
transferred in 1965 to the Office of Basic Intelligence changing its title
to the Office of Basic and Geographic Intelligence (OBGI). In 1974,
OBGI became the Office of Geographic and Cartographic Research
when the National Intelligence Survey (NIS) Program was
abandoned.

Economic Intelligence.—Activity in this area remains the responsi-
bility of the organization that succeeded the Office of Research and
Reports in 1967 : the Office of Economic Research. In earlier years, the
Agency concentrated its economic research largely on the Communist
states. Tn recent years, however, the Department of State has dropped
much of its intelligence production on the non-Communist areas, leav-
ing this job to the Agency. OER has also expanded its research into
such subject areas as international energy supplies and international
trade. Today it is the largest research office in the Intelligence
Directorate.

Biographic Intelligence—The Hoover Commission Report of 1949
recommended dividing the responsibility for biographic intelligence
production within the Community to prevent costly duplicaton. As a
result, the foreign political personality files maintained by OCD
were transferred to State. In 1961, however, the Bureau of Intelli-
gence and Research claimed it no longer had the resources to provide
this service and the responsibility for reporting on foreign political
personalities and, subsequently, for all non-military biographic intelli-
gence reporting was transferred to CIA. The task was taken over by
OCD’s successor organization, now the Central Reference Service.

In-Depth Political Research.—In-depth foreign political intelli-
gence reporting has not been, until recently, represented in the Office
structure of the Intelligence Directorate. Originally, whatever efforts
were made in this field were concentrated in OCI. In 1962, a modest
step toward increased foreign political research was taken with the
establishment of a Special Research Staff (SRS) in the Office of the
Deputy Director for Intelligence. In recent years, however, the dimin-
ished role of State’s Bureau of Intelligence and Research in intelli-
gence community affairs, a perceived need for more sophisticated work
1n this field by CIA, and the appearance of new methods of political re-
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search, including computer applications, encouraged the Directorate to
invest more resources in this area. Accordingly, an Office of Political
Research (OPR) was established in 1974. It incorporated the Special
Research Staff, some people from OCI and the then disbanding Office
of National Estimates.

Round-the-Clock Watch/Alert—The Cuban Missile Crisis of the
fall of 1962 clearly spotlighted the need for a single Directorate fa-
cility for round-the-clock receipt of intelligence information and for
a center in which the expertise of all its offices could be rallied in
crisis situations. In March 1963, the DDI set up a Special Study
Group on DDI Organizational Tasks to study this and other problems.
One of the results of its work was the establishment of an operations
center under the administrative direction of the Office of Current Intel-
ligence (OCI). Over the next ten years, the Operations Center grew in
size and capability, largely as a result of the Vietnam War. In 1974, it
was separated from OCI and renamed the CIA Operations Center, a
title warranted by the fact that all Directorates of the Agency now
maintain permanent duty officers within the Center. Today, the CTA
Operations Center provides the mechanism and facilities with which
the full information resources of CIA can be mobilized to work in
concert with the community in foreign crisis situations.

2. Intelligence Collection

At its founding in 1952, the Intelligence Directorate inherited the
Office of Operations (OQ) from the then Directorate of Plans—today’s
Operations Directorate. OO was composed of three main elements: the
Contact Division, the Foreign Broadcast Information Division, and
the Foreign Documents Division. The rationale for including these
components in the Intelligence Directorate was that their work was
essentially overt and thus inappropriately situated within the Clandes-
tine Service.

The Domestic Contact Service originated in the Central Intelli-
gence Group in 1946 as an outgrowth of the World War II effort to
nsure that all domestic sources of information on foreign activities
were contacted by the Government. It was initially placed in OO to
keep its essentially overt work separate from the clandestine activity
of the other major collection organizations. It maintained this sep-
arate status after the founding of CIA, but in 1951 joined the Di-
rectorate of Plans. This arrangement lasted for only one year, how-
ever, as the OO and its Contact Division (CD) was moved to the In-
telligence Directorate in 1952. By 1953, CD was a network of offices
in 15 major cities and several smaller residencies established across
the U.S. With the abolition of QO in 1965, CD became an independent
office known as the Domestic Contact Service (DCS) and continued
in that status until the appointment of William Colby as DCI. In
1973, he decided that maintaining the separation of overt and covert
collection elements was less important than the goal of consolidation
of all human collection capabilities in the Operations Directorate. Ac-
cordingly, the DCS was transferred to the Clandestine Service and
renamed the Domestic Collection Division.

The Foreign Broadcast Information Division (FBID) had been
founded by the Federal Communications Commission in 1940. With
the advent of World War II, it was absorbed by the Office of War
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Information and, shortly thereafter, became one of the original ele-
ments of the OSS. At the end of the war, it was briefly administered
by the Department of the Army before joining the Central Intelli-
gence Group in 1946. It was formally included in the Agency’s Direc-
torate of Plans at its founding in December 1950 and remained there
as part of OO until its transfer to the Intelligence Directorate in 1952.
By then it had established the worldwide network of broadcast moni-
toring bureaus which—with some alterations in location—it operates
today. FBID received the status of an independent office and was re-
named the Foreign Broadcast Information Service with the dissolu-

tion of the Office of Operations in 1965.

3. Information Processing

Between the collection and production phases of the intelligence
process there is an activity known as “information processing.” In-
formation processing involves special skills or equipment to convert
certain kinds of raw information into a form usable by intelligence
analysts who are producing finished intelligence. It includes things
like photointerpretation and translations of foreign documents as
well as the receipt, dissemination, indexing, storage, and retrieval of
the great volumes of data which must be available to the production
offices if they are to do their analytical work.

Information Dissemination, Storage and Retrieval—One of the
original offices of the Central Intelligence Group, the Office of Collec-
tion & Dissemination (OCD), began this work in 1948 when it in-
troduced business machines to improve reference, liaison and document
security services. Ultimately, this Office became CIA’s own depart-
mental library and centralized document service. Its steady growth in
size and capabilities was given a boost in 1954, when responsibility
for the procurement of foreign documents was transferred to OCD
from the Department of State. Other specialized collections also
became a part of the holdings of that office, including those of motion
picture film and photography. The systems of storage and retrieval
developed by OCD were unusually effective for that time and the Of-
fice began fo gain recognition throughout the intelligence commu-
nity. In 1955, OCD was renamed the Office of Central Reference to
more accurately reflect its Agency-wide responsibilities. In 1967, OCR
was renamed the Central Reference Service (CRS). Today, CRS can
offer intelligence analysts throughout the community some of the most
sophisticated information storage and retrieval systems to be found
- anywherein the world. - S

Photographic Interpretation—CIA’s work with photographic in-
terpretation began in 1952 and was initially centered in the Geographic
Research Area, ORR. Tn 1958, a new Photographic Tntelligence Cen-
ter (PIC) was created by fusing the Photo Intelligence Division of
ORR with the Statistical Branch of OCR. The new Center was given
office-level status and the responsibility for producing photographic
intelligence and providing related services for CTA and the rest of the
Tntelligence Community. In 1961 PIC was further clevated to become
the National Photographic Interpretation Center (NPIC). This Cen-
ter was staffed by former members of PIC and DT\ personnel detailed
to NPIC. All personnel were functionally under the Director, NPIC,
who continued to report to the DDI. :
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An interagency study conducted in 1967 concluded that NPIC’s
national intelligence responsibilities had grown so substantially that
departmental imagery analysis requirements were not being ade-
quately served. Accordingly, the DDI established an Imagery Analysis
Service (IAS) as a separate office of the Directorate to deal exclusively
with the photo intelligence requirements of CIA. In 1973, it was
decided that NPIC would be more appropriately placed in the Direc-
torate of Science and Technology with other elements dealing with
reconnaissance at the national level.

T'ranslation Services.—The Foreign Documents Division (FDD) of
the Office of Operations (OO) had its origin in the Army and Navy’s
Washington Document Center. Founded in 1944, it was a repository
for captured Japanese and German records. It was absorbed by the
Central Intelligence Group in 1946 and, during the late forties, evolved
from a repository into an exploiter of all foreign language documents
coming into the community. It joined the Central Intelligence Agency
as part of OO in the Directorate of Plans. With the transfer of OO
to the Intelligence Directorate in 1952, FDD continued to expand its
work into the field of document exploitation, concentrating increas-
ingly on materials received from the communist countries. In 1964,
it was separated from OO to become part of the Office of Central
Reference (OCR). This arrangement lasted only three years, however,
as FDD was transferred again to become part of FBIS in 1967. The
intent of this move was to combine the Directorate’s efforts to exploit
foreign media—radio and press—in a single service and to concen-
trate its major assets in terms of foreign language capabilities. FDD
remains in FBIS to this day, providing translation services for the
Agency, the community, and to a lesser degree, for the Government
and the general public.
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B. Tae INTELLIGENCE DIReEcTORATE ToODAY

In FY 1976, the DDI had a relatively small share of the Agency’s
budget and personnel. Resources allocated to intelligence produc-
tion have represented a relatively steady percentage of the intelli-
gence budget over the years. Intelligence production 1s a people-inten-
sive activity, requiring relatively little in the way of supplies, equip-
ment, structures, and operational funding. The Intelligence Director
spends approximately 75 percent of its budget on salaries. Of the posi-
tions in the DDI, 74 percent are classified as professional and 26
percent as clerical. Of the total, 54 percent are directly involved in
“intelligence production” (researching data, analyzing information
and writing reports), 28 percent are tasked with “intelligence proc-
essing” (performing reference and retrieval functions, preparing
publications, or providing other support services), and 18% are in-
volved in “intelligence collection” (monitoring - overt foreign radio
broadcasts and publications).+

The most important group of DDI products consists of the daily
intelligence publications, designed “to alert the. foreign affairs com-
munity to significant developments abroad and to analyze specific
problems or broadly-based trends in the international arena.” * These
include the President’s Daily Brief; the National Intelligence Daily,
prepared for Cabinet and sub-Cabinet level consumers; and the Na-
tional Intelligence Bulletin, distributed more broadly to the defense
and foreign affairs communities. The DDI issues a number of weekly
periodicals on ‘specialized subjects, prepared in the research offices of
the directorate.

The DDI also produces in-depth and analytical studies on a periodic
or one-time basis. These are monographs on particular problems; some
are DDI-initiated, others respond to specific requests of the policy-
makers or their staffs. In addition, DDI analysts usually provide the
bulk of the staff work for the National Intelligence Estimates (NIEs),
which are prepared under the auspices of the National Intelligence
Officers (N1Os).¢

The Intelligence Directorate also performs a variety of coordinating
and analytical services in providing intelligence support to policy-
making. Most National Security Council (NSC) meetings begin with
an assessment of the current situation given by the DCI, and prepared
by DDI analysts. The DCI, similarly supported by DDI personnel,
also participates in an array of interagency policy groups (e.g., the 40
Committee, the Senior Review Group, the Washington Special Action
Group, and the Strategic Arms Limitation Talks [SALT] Verifica-
tion Panel). The DCI’s representatives are involved in lower-level
interdepartmental groups, including geographic area groups, func-
tional area groups, and ad hoc groups.

Analysts from DDI frequently contribute to the preparation of
National Security Study Memoranda (NSSMs), which are usually

¢ “The Directorate of Intelligence,” p. 4.
5Ibid., p. 2.
®Ibid., p. 2.
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drafted by interagency groups under the direction of the NSC staff.
Often a NSSM will include an intelligence assessment of the problem
at hand as an annex to the memo itself’; this might also be summarized
in the text.

Three examples illustrate how the DDI contributes such intelligence
support. A SALT support staff has been assembled in CIA to coordi-
nate SALT-related activities of production offices in the DDI and
DDS&T. The staff serves as the point of contact to respond to intel-
ligence requirements generated by the NSC staff, the Verification
Panel, and the U.S. SALT delegation. The staff relies on the analytical
offices of the CIA for substantive intelligence.

In another case, after the 1973 Middle East war, the DDT was asked
to examine all aspects of possible Sinai withdrawal lines on the basis
of political, military, geographic, and ethnic considerations. Eight
alternative lines were prepared for the Sinai, a number of which Secre-
tary of State Henry Kissinger used in mediating the negotiations
between Egypt and Israel.

Finally, the DDI provided assessments to the policy groups who
prepared U.S. positions for the Law of the Sea Conference in 1975,
including descriptions of the strategic straits under discussion, anal-
ysis of each country’s undersea mineral resources, and information
about political positions the participating countries would be likely
to take.?

THE Issues

[y

The Select Committee began its examination of intelligence produc-
tion by considering the relationship between intelligence and policy,
and the limits of intelligence. These considerations served to highlight
certain problems in production which the Committee feels deserve fur-
ther attention by both the executive branch and congressional over-
sight bodies. These problems bear on the key issues of quality, timeli-
ness and relevance of finished intelligence. They derive in large part
from the nature of presidential leadership and the particular emphasis
and preoccupations of successive Directors of Central Intelligence. In
the past, the national leadership has used the CIA more for operational
purposes than for its analytic capabilities. Other concerns derive from
the structure of the analytical personnel system, the intelligence cul-
ture and the nature of the intelligence process, the overload of the sys-
tem, the preoccupation with current events, and the lack of sufficient
quality control and consumer guidance and evaluation.

C. Tue RevLatioxsarr BETWEEN INTELLIGENCE AND PoLricy

The relationship between intelligence and policy is a delicate and
carefully balanced one. One witness told the Select Committee that
there is a “natural tension” between the two and that

1f the policy-intelligence relationship is to work, there must
be mutual respect, trust, civility, and also a certain distance,
Intelligence people must provide honest and best judgments
and avoid intrusion on decisionmaking or attempts to influ-
ence it. Policymakers must assume the integrity of the intelli-

" Staff summary of briefing given by Edward Proctor (DDI), 4/24/75.
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gence provided and avoid attempts to get materials suited to

their tastes.®

In recent years there has been a tendency on the part of high officials,
including Presidents and Secretaries of State, to call for both raw
reporting and finished intelligence to flow upwards through separate
channels, rather than through a centralized analytical component. This
has resulted in many cases in consumers doing the work of intelligence
analysts. Presidents and Secretaries of State have all too often relished
the role of “crisis managers”, moving from one serious issue to another
and sacrificing analysis and considered judgment in the pressure of
events. In between crises, their attention is turned to other pressing
matters, and careful long-range analysis tends to be set aside.

By circumventing the available analytical process, the consumers
of intelligence may not only be depriving themselves of the skills of
intelligence professionals; they may also be sacrificing necessary time
and useful objectivity. In making his own intelligence judgment based
on the large volume of often conflicting reports and undigested raw
intelligence instead of on a well-considered finished piece of in-
telligence analysis, a high official may be seeking conclusions more
favorable to his policy preferences than the situation may in fact
warrant.

The essential questions about the intelligence product concern its
usefulness to the policymakers for whom it is intended. Does intelli-
gence address the right questions? Does it deliver the kinds of infor-
mation and insights policymakers need in order to make foreign policy
decisions? Is it timely ? Is it presented and disseminated in the manner
and format most useful to the consumers? Will they read it in other
than crisis situations? The answers to these questions are by no means
simple. Still, the Select Committee believes they are deserving of
examination—and periodic reexamination—in the interests of main-
taining an effective intelligence service.

While intelligence analysts have a very good record in the area
of technical assessment (e.g., hard data on foreign military hard-
ware), the record is weaker in qualitative judgments, trend fore-
casting, and political estimating. While analysts may be able to
furnish fairly complete and reliable reporting on tangible factors
such as numbers and make-up of Soviet strategic missile forces, they
are not as good at assessing such intangibles as why the Soviets are
building such a force. The problem pertains